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If billiards is your hobby... 


The cue must be just right for you. The 
table perfectly cushioned. 

You find your game improves when 
you use the equipment that suits you 


best! 


You’d use the best-all-around typewriter 
on the market—the Royal. 

So why not improve your secretaries’ 
work by supplying them with the best 
typing equipment. Get them Royals—the 
typewriters preferred by typists every- 


where. 











Preferences For Royal Far Out In Front 


1. Popularity! Just see how Royal rates with secretaries and 
typists. A national survey shows that the preference for 
Royals equals the combined preference for the next three 
leading typewriters. Your typists will do more work, better 


work on machines they prefer using. 


2. Royal efficiency! There are work-saving, time-saving fea- 
tures on a Royal not found on any other typewriter. That’s 
why Royals are preferred. That’s why they result in higher 


production per machine! 


3. Royal durability! These typewriters are really sturdy. 
Royals stand up... spend more time on the job, less time 
out for repairs. With Royal, you get the maximum return 


for your typewriter investment! 


ROYAL~ World’s No. 1 Typewriter 
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DITTO Pays for itself 100 times each year 
at Quaker Chemical Products Corp. 


Ditto pays for itself 100 times each year at the Quaker Chemical 
Products Corp., Conshohocken, Pa. — effects savings of $18,000 


annually through the use of Ditto’s One-Writing Order and 
Invoice System. 





Thousands of firms in every line of business report similar sav- 
PRODUCTION ings with Ditto. For Ditto is more than a duplicating method; 
PAYROLL it is a One-Writing Business System adaptable to production, 
PURCHASING S ? P P 
purchasing, payroll, or order-billing. Whatever the nature or 
ORDER-BILLING & S 

| . i size of your business, you can add to your profits with Ditto. 
| *A letter in our files, from the Scott-Fores- Send for your free copy of Case History 4707 and learn how 

( man Company, testifies to this statement. s : 

| 


City ol this later te anadldbiliaitiie somal. Ditto saves Quaker Chemical Products Corp. $18,000 each year. 
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Forthcoming 
Meetings 


Controllers 
Institute 


of 


America 


PACIFIC COAST 
CONTROLLERS 
CONFERENCE 
June 11-12, 1948 


Olympic Hotel 
SEATTLE 


Sponsored by the 
Seattle Control 


17th ANNUAL 
MEETING 


of the 


Controllers 


Institute 


October 10-13, 1948 


Hotel Commodore 


NEW YORK 


Sponsored by the 
New York City Control 
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A NEW COURSE IN 


INTERNAL AUDITING 


Twenty practical lessons now ready 
for qualified employees in internal 
accounting departments 








THis course is designed to help the accounting 
executive who wants to build, or rebuild, an 
adequate organization. 


It was prepared with the co-operation of 
an active group of prominent controllers and 
auditors. 


The text treatment is broad and comprehen- 
sive. Technicalities of internal accounting and 
auditing are well balanced against control, inter- 
pretation, budgets, standards, charts, and modern 
concepts of materiality, consistency and dis- 
closure. 


Numerous flow charts and diagrams enliven 
the text. 


The lesson material includes two comprehen- 
sive check-lists. The first is in the form of an 
internal control questionnaire. The second is 
represented by a detailed program of internal 
audit. Both have been checked and re-checked 
by outstanding authorities. 


The course is available on a group basis 
through the sponsorship of employers. A request 
on your letterhead will bring further information 
about the course, the thrifty incentive tuition 
plan which insures substantial completions, and 
the transfer privilege which protects the employer 
against loss on the occasional non-completion. 











INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Conespondence School Since 1903 


209 WEST JACKSON BOULEVARD - CHICAGO 6, ILLINOIS 
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Current Comment 











What Do Our Readers Like? 


HE EDITORS OF THE CoNTROLLER face a peculiar 

problem. This magazine is not what the publishers call 
“controlled circulation’’—a trade euphemism for a publica- 
tion which is thrust on people at the other end of a mailing 
list, whether they like it or not. We don’t give it away, nor 
do we toss it on anyone’s front porch. 

On the other hand, we have no newstand sale, such as 
serves to tell the editors of a newspaper—or a mass circula- 
tion magazine—when they have hit on a particularly at- 
tractive theme or feature. 

We know that THE CONTROLLER fills a definite need, 
that it grew from a demand by members of the Controllers 
Institute of America for a point of interchange of informa- 
tion. We know, too, that it has developed a much wider 
audience than the membership of The Institute. More than 
2,000 subscriptions are in the names of public accountants, 
industrial accountants, management consultants, and a host 
of executives who normally work under the direction of the 
controller or treasurer in a corporate organization. A large 
proportion of the subscribers and readers of the magazine 
are interested in some of the principal subjects covered, yet 
for one reason or another are ineligible for membership in 
The Institute. 

We know, then, that the magazine interests a large body 
of readers who pay for it of their own free will. We know, 
also, that many of the members of The Institute—probably 
2 majority—would feel a real loss if the magazine were no 
longer available. 

But we don’t know which parts of it you, the reader, like 
best, which aspects of our format you find pleasing, and 
which parts of the magazine you would like to see changed. 

Even with newsstand sales to guide them, the big pub- 
lishers have found they do not know as much as they would 
like to know about their readers’ wishes; so, a few years 
ago, they began to make reader surveys. Those few who 
have tried it declare that they learned a lot of astonishing 
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things which have made their magazines more popular and 
easier to read. But there is still room to ask whether this is a 
suitable scheme to be used by the editors of a business 
magazine, whose readers are neither gum-chewers looking 
for the sensational, nor housewives seeking to be amused. 

Recently, one of the largest manufacturers of office and 
business machines, who publishes his own magazine for 
businessmen, tried a reader survey—not to find out whether 
lis magazine was sensational or amusing, but whether it 
was giving the kind of information his readers wanted. He, 
likewise, was astonished and pleased with the results. He 
says it’s going to mean a better magazine. 

We think it might be helpful to know more of what our 
readers think about THE CONTROLLER. We realize that 
reader surveys are no substitute for hard work and creative 
thinking by your editors. We know that votes don’t make 
vigor, but we believe they may tell us what makes vigor in 
the editorial content. 

We would like to know more about what you want and 
don’t want, but there is one difficulty. Most of these reader 
surveys have been made by sending interviewers all over 
the country to talk to a sample of readers. The big maga- 
zines with enormous advertising revenue can well afford 
this, and the manufacturer of business machines considers it 
part of his advertising costs. We cannot afford that. But a 
leading consultant in the field tells us that we can do it well 
by an inexpensive method—postcards or checksheets en- 
closed with a sample of the magazine as they are mailed out. 
He says we can do this because the readers of THE Con- 
TROLLER are able and willing to express themselves, which 
is not true of the average reader of a fiction magazine. 

Before we start on this, we would like your suggestions 
as to subjects which should be covered. On what points 
would you like to know the opinions of other readers of 
THE CONTROLLER? For instance: certain types of articles or 
subject matter which you think should be covered more fre- 
quently or less frequently; the page size of THE CONTROL- 
LER as compared with other magazines; the frequency and 
type of photographs and illustrations, etc. Your comments 
will be welcome. 


Who’s to Control Inventories? 


OMEWHAT reminiscent of the lyric of the popular song 
S of a bygone day—‘‘Who Takes Care of the Caretaker’s 
Daughter?”"—is the question, “Who’s going to control in- 
ventories?”’ 

During the war and early post-war years it was smart, 
and most often imperative, for a firm to ‘‘grab” anything it 
could get in the way of material, parts or assemblies. That 
situation is behind us but a good many plant managers and 
purchasing agents are still thinking in those out-dated terms. 

The production department aims for stable schedules, in- 
sists on a plentiful supply of raw materials on hand and 
would like to manufacture for stock. The sales people want 
ample stock so they won't have to back-order. 

Conditions are changing in most industries, however, and 
control of inventories is a necessity. 

Who but the Controller is going to control inventories? 

—WALTER MITCHELL, JR. 
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5 It makes no difference what kind of business you do. No differ- 
5 ence how large or how small. Nor whether your records are 
f typed, hand written, or produced on business machines. You 
, can do it better with Uarco Business Forms! 


Take the first step toward real savings by calling your Uarco 
Representative. Ask him to make a complete survey of your 
business form requirements . . . there is no cost whatever. 

UARCO INCORPORATED 
CHICAGO, ILL.; CLEVELAND, OHIO; OAKLAND, CALIF.; DEEP RIVER, CONN. 
Offices in All Principal Cities 











for instance... 


with Uarco E-Z-Outs, one writing 
produces all necessary copies... 
one simple motion frees them for 
distribution. No carbon mess—car- 
bons are already interleaved. The 
result is minimum writing... 
less handling ... fewer mistakes. 


UARCO 


INCORPORATED 





business forms 


CONTINUOUS-STRIP FORMS FOR TYPEWRITTEN AUTOGRAPHIC REGISTERS AND 
SIN 
sai AND BUSINESS MACHINE RECORDS REGISTER FORMS 
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Correspondence 





TOWARD IMPROVEMENT IN 
GOVERNMENT ACCOUNTING 


Editors, THE CONTROLLER: 

I was very much interested in your 
editorial comment in THE CONTROLLER 
for March, 1948, concerning the great, 
unrealized potential of The Institute in 
the field of government relations. I hope 
that you will include in this field an in- 
terest by The Institute in accounting con- 
trol problems in government, as well as in 
the field of relations between government 
and business. 

Accounting, generally, in the govern- 
ment is far behind accounting in business, 
and the time is ripe for great improve- 
ments in this field. Having spent most of 
my business life in the public accounting 
profession, I have had an excellent oppor- 
tunity to contrast the development of ac- 
counting in government and industry. 

In my opinion, the Controllers Institute 
should admit to membership persons in 
government having positions equivalent to 
controllers in industry. Perhaps the great- 
est benefit from this action would be to 
the federal government and to those in- 
dividuals in government who are in con- 
trollership positions, but I can conceive of 
no greater public service that the Control- 
lers Institute could render. 

H. W. BORDNER 

Chief 

Office of Financial and Account- 
ing Policy 

Office of the Secretary of Defense 

Washington, D. C. 


FINANCIAL REQUIREMENTS 
Editors, THE CONTROLLER 
I particularly enjoyed reading the 

article, “Forecasting Financial Require- 
ments,” by Simon C. Kelly, appearing in 
the April issue of THE CONTROLLER; be- 
cause when our company planned its long- 
term financing a year or more ago, we 
followed, almost step-by-step, the pro- 
cedure which Mr. Kelly recommends. 

H. C. PERRY 

Treasurer 

Heywood-Wakefield Company 

Gardner, Mass. 


THE CONTROLLER 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 


for inclusion on this page. 


The Editors 











RETAINING TIME RECORDS 

Editors: THE CONTROLLER 

In the February, 1948, issue, the article, 
“Is Your Filing System Efficient,” by 
Raymond A. Spitler shows the time cards 
and time books are destroyed after one 
year or after the regular audit. If there is 
no legal requirement to keep the time 
cards and time books after one year be- 
cause of Fair Labor Standards Act, I 
would like to establish the policy in our 
company. However, we have been of the 
impression that it was necessary to keep 
records four years under the Fair Labor 
Standards Act. 

Which is correct ? 

1. BD. DB. 


The article, “Is Your Filing System 
Efficient,” was written directly for hotel 
men. This is evident since only hotel 
forms were considered in its writing. 
However, at the end of the article the 
writer recommended that in every case 
the legal department and tax specialist 
should be consulted. This should clear 
any item of difference by industries’ em- 
ployee relationship or state and federal 
laws. Our hotel does not come under the 
Fair Labor Standards Act for several 
reasons. 

I trust the above explanations will as- 
sist you in your own program. 


RAYMOND A. SPITLER 
Comptroller 

Piedmont Company 
Atlanta, Ga. 


ADVANCING BUDGETING 


Editors, THE CONTROLLER: 

I've just spent a little time on your ex- 
cellent issue for February, and note that 
you devoted two items to budgets. Tues- 
day night I attended a meeting of the 
Budget Executives Forum where the Con- 
trollers Institute was referred to several 
times. I overheard one member say that 
the Controllers Institute had probably 
done more to advance budgeting than any 
other professional organization, and I 
thought you might like to know about it. 


J. HAROLD SMITH 
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CONTROLLER Articles 
Being Kept Before 
Public’s Eye 
Feature articles in recent issues of Tye 
CONTROLLER are being widely reprinted. 

For example: 

The article by Wyman P. Fiske, New 
York Management Consultant, "Good 
Accountants Are Trained,” was excerpted 
from the¢recent March issue of THE Con. 
TROLLER by the April 15 Buwlletin of the 
National Association of Cost Accountants, 

“Twelve Rules for Teamwork,’ by 
Colonel John R. Howland, Signal Corps 
Reserve, originally published in the Janu- 
ary 1948 issue of THE CONTROLLER, has 
been reprinted in Lansing Abstracts, by 
the Lansing Library Service of Oakland, 
Cal. Colonel Howland’s article has also 
been condensed for publication by Pub- 
lishers Digest, of Chicago. 

From THE CONTROLLER'S December 
1947 issue, Lansing Abstracts also di- 
gested the article, “Are Retail Prices Too 
High?”’, by Joseph J. Myler, Secretary 
and Treasurer, Neisner Brothers, Inc., 
Rochester. Earlier, the same service had 
digested THE CONTROLLER’S article on 
“Suggestion Systems,” by Bert A. Hind- 
march, Manager of the Suggestion System 
of the American Steel Foundries, Chicago. 

And in a recent issue, Management 
Guide, of Washington, D. C., a monthly 
loose-leaf service presenting selected di- 
gests of articles appearing in current man- 
agement publications, published a con- 
densation of The Honorable Fred A. 
Hartley’s (Congressman from New Jer- 
sey) article in THE CONTROLLER'S De- 
cember 1947 issue on “Up-to-Date De- 
velopments on the Taft-Hartley Act.” 


New Multi-Currency 
Check Writer 


A new Multi-Currency Protectograph 
checkwriter imprinting amounts in as 
many as a dozen different currencies— 
dollars, pounds, francs, and such—has 
been announced by The Todd Company, 
Rochester, N. Y., leading manufacturers 
of fraud-preventing checks, payroll sys- 
tems and Protectograph checkwriters and 
signers. Designed especially for banks 
and business firms dealing in currencies 
of more than one country, the new unit 
makes it possible for such organizations 
to prepare all of their checks on one check 
writer. 

In addition to protecting check amounts 
in various currencies, the new Protecto- 
gtaph’s imprinting mechanism is so flexi- 
ble that it can be adapted for any opera- 
tion in which numerical impressions must 
be protected against fraudulent altera- 
tion—i.e., serial numbers, dates, and 
quantities on shipping or purchase orders, 
warehouse receipts, and the like. 
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db times its cost each year” Two-way protection for profits from current 


—Report on SUIAP (Simplified Unit Invoice Accounting Plan) 
by Michigan Wholesalers Inc., Building Materials 


Saving money when collecting money is just one of 
the extremely profitable advantages enjoyed by 
Michigan Wholesalers with their SUIAP accounts 
receivable system. Important suppliers to the lum- 
ber dealers of Indiana, Ohio and Michigan, this 
progressive organization replaced their conven- 
tional hand-posted ledger with SUIAP and now 
turn out a much greater volume of work with half 
the clerical facilities required under the old plan. 

Collection effort is systematized for top ef- 
ficiency; ‘the Graph-A-Matic signal set over the 


scale on each visible margin shows the month of 
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building boom: Suiap’s visual control over 
credit and collections and 24-hour-a-day 
certified fire protection for accounts receiv- 
able records at point of use. 


the latest unpaid invoice so that just a glance at the 
Kolect-A-Matic panels concentrates attention on 
those accounts which are past due. Routine collec- 
tion effort automatically follows; only the excep- 
tional situations come to an executive for personal 
attention. 

Michigan Wholesalers, realizing the crucial 
importance of their Accounts Receivable in the 
operation of their business, have provided Reming- 
ton Rand 2-hour minimum protection against fire 
for their SUIAP system right at the point of use. 

Don’t delay another day in investigating the 
truly impressive cash savings available to you in 
SUIAP. Call our office near you or write Systems 


Division, 315 Fourth Avenue, New York 10. 
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Is Business Running Out of Cash? 


The credit standing of the average 
corporation today is weaker than it was 
a year ago. It is far weaker than it was 
in 1929-1930. Month by month it is 
growing weaker still. 

Within the average corporation a 
progressive transformation is taking 
place in the nature of the assets held. 
Cash is seeping out of corporate coffers. 
Receivables and current payables are 
growing in about equal proportions. In- 
ventories are mounting rapidly. Plant is 
being expanded at the highest rate in 
our industrial history. The ratio of 
liquid assets to current liabilities is de- 
teriorating steadily. 

If these statements sound alarming it 
is because there is something to be 
alarmed about. 

The business decisions which we have 
been making have established a trend of 
the utmost gravity. It is a trend which 
could combine the worst features of 1919 
with the worst features of 1929. Per- 
haps it might not have set in had the 
orthodox accounting practices of pre- 
war been continued. Had we been less 
concerned with developing accounting 
safeguards and more with corporate 
safety we might not have permitted 
things to drift as far as they have. 

What is this trend? I suggest you re- 
view the accompanying statistical tabu- 
lation of the net quick asset position of 
fifty leading corporations in 1946, com- 
pared with 1930 and compared again 
with the latest 1947 fiscal or calendar year 
reports. Even a cursory glance shows 
how illiquid the average corporation is 
today as compared with what it was in 
1930. 

One company had, in 1930, quick cash 
assets equal to 6.2 times its current lia- 
bilities. At the end of 1946 this ratio 
had been exactly halved, still leaving 
a more than comfortable excess of cash 


By Jackson Martindell 


items and receivables over bills due 
within one year. But as of latest report, 
the net quick ratio had declined to 1.9 
to 1. The corporation’s net current as- 
sets declined in twelve months, from 
September 30, 1946 to September 30, 
1947 from $21,219,421 to $5,686,530. 
During the same period, fixed assets— 
net of depreciation and amortization— 
rose from $18,551,667 to $28,984,540. 

What this company has done is being 
duplicated by the average corporation in 
greater or lesser degree. 

A second company offers equally 
good evidence of this. In 1930 its ratio 
of quick cash assets to current liabilities 


was 9.3 to 1. By the end of 1946 the. 


ratio had declined to 2.3 to 1, and by 
December 3, 1947, to 1.2 to 1. Net 
current assets at the end of 1946 were 
$62,900,000. Net working capital of 
which inventories totalled $44 million 
declined by over ten million dollars dur- 
ing the following twelve months al- 
though inventories rose by $4,800,000 
and despite the fact that $7 million had 
been borrowed in 1947 and is still out- 
standing as long term notes payable. 
During the same twelve months the net 
property account rose from $20,700,000 
to $40,000,000. Inventories now con- 
stitute 72 per cent. of the company’s 
total net worth. 

One could quote example after ex- 
ample. It is sufficient for our purposes 
simply to cast our eyes down the column 
which we have headed “1947 Annual Re- 
port” and to compare it with the 1946 and 
1930 ratios. Bear in mind that these 50 
companies have not been chosen de- 
liberately to prove a case. These are 
major corporations for the most part 
engaged in heavy industry. All of them 
are subject to the widest of swings in 
their sales and earnings during periods 
of industrial fluctuation. They are, in 
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MR. MARTINDELL 


THE CONTROLLER........... 


JACKSON MARTINDELL, financial advisor and manage- 
ment consultant, was one of the organizers of Fiduciary 
Management, Inc., New York, of which he is presently a 
member of the Executive Committee and a Director. Mr. 
Martindell presented his observations at the May 12 meeting 
of the Cleveland Control of the Controllers Institute of 


At present a Director and Treasurer of the Buffalo 
Foundry and Machine Company, Mr. Martindell has in the 
past served as Chief Statistician of Stone, Webster and 
Blodgett. He has likewise held the positions of Treasurer 
and a Director of the United States Committee for the Care 
of European Children and Treasurer of the Field Foundation. 
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short, thoroughly representative of our 
basic economy. 

It is obvious that what has occurred 
is a rapid shift in the nature and pro- 
portions of the assets held by the aver. 
age corporation. Cash has been trans- 
formed into plant or into inventories, 


CREDIT PROBLEMS 


The tendency is still in that direction. 
Inventory accumulation and plant ex- 
pansion still proceed although the bank- 
ing system already has made it clear that 
it grows more concerned each day over 
its lending policies. In other words, the 
average corporation is quickly moving 
towards an urgent need for credit simul- 
taneously with a realization by bankers 
that the time is perhaps near at hand 
for a general restriction of credit. 

I think it would be true to say that 
we have never before experienced a 
shift from one category of assets to 
another so marked or so sudden as has 
occurred over the past two years. I think 
it would be equally true to say that this 
shift would not have occurred had the 
average corporation executive been 
more alert to the actual nature of the 
trend. I could quote two dozen separate 
corporations with whose officers I have 
spoken on the matter in recent weeks. 
To my dismay, many of them have ex- 
pressed the view that there is no real 
danger in the inventory situation be- 
cause corporations have established 
ample reserves to cover possible shrink- 
age of inventory values and because, in 
many cases, the last-in-first-out method 
of inventory valuation is employed. 

Thus, I am told repeatedly, corpora- 
tions have insured themselves through 
their reserves and are already carrying 
inventories at extremely conservative 
values which should immunize them 
against future write downs. 

Let us examine these two assertions 
separately. 


CONTINGENCY RESERVES 


First let us consider the question of 
contingency reserves. As all of us are 
aware, the contingency reserve in its 
contemporary form is a wartime devel- 
opment. It came into being because cor- 
poration treasurers and comptrollers did 
not feel, throughout most of the war 
period, that their profits as reported 
were necessarily profits at all. Until unt- 
form accounting standards had been es- 
tablished for the closing of books on 
inventory accumulated in furtherance of 
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firm wat contracts, corporations could 
not be sure that substantial losses might 
not occur upon contract closure. Rene- 
gotiation likewise had its effect in leav- 
ing profits a totally indeterminate item. 

Furthermore, the whole question of 
what would happen during the “transi- 
tion period” was quite beyond the ca- 
pacity of corporation officers to predict. 
The contingencies were real and the 
provisions made for them were well 
warranted. As a matter of fact, there is 
hardly a corporation in the land which 
has not had to make retroactive adjust- 
ments in its annual earning statements 
for the entire war period. 

Let it be noted, however, that these 
contingency reserves concern themselves 
almost exclusively with the profit and 
loss statement. Precisely the same is true 
today. Most corporations feel that cur- 
rent profits are in part fictitious and 
that, for the sake of honest reporting, 
substantial offsets must be i even 
although these may be disallowed for 
tax purposes. 

Underlying this thought is more than 
a suspicion that many inventory values 
are inflated and that the current rate of 
industrial activity is excessively high. It 
is reasoned that should an industrial 
downturn occur many corporations will 
find themselves with too high a break 
even point and in any case may have to 
take losses on a large part of their ma- 
terials, work in process and finished 
goods. 


DECEPTIVE “SAFEGUARDS” 


This realization is healthy. But the 
safeguards adopted in a majority of 
cases are no safeguards at all. All that 
has happened is that an attempt has 
been made to reduce reported earnings 
during the past two years in order that 
reported losses may be reduced when 
the downturn comes. There can be no 
objection to such a policy. On the con- 
trary, it is highly laudable. But adoption 
of such a device in no way improves the 
financial condition of any corporation, 
nor does it offer the slightest protection 
against too high a break-even point or 
an over-valued inventory. It simply 
makes it possible for a corporation to 
pretend that severe losses will not oc- 
cur in the future, in the same way that it 
has pretended that prodigious profits 
have not been made in the recent past. 

But, surely, it will be asked, does not 
the establishment of a substantial con- 
tingency reserve offer protection against 
the dwindling of assets? Not neces- 
sarily. It depends entirely upon the na- 
ture of that reserve, upon whether it 
consists of cash, or of the mere transfer 
of general assets from earned surplus ac- 
count to a reserve carried as a long term 
liability. 

One company, for example, a textile 
company not included in our list of 


Ratio of Quick Cash Assets to Current Liabilities 
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fifty basic corporations reports as of the 
end of 1947working capital totalling 
$59 million, of which $58 million con- 
sists of inventory. That is, as of four 
months ago, the company could report 
only $1 million of liquid assets over cur- 
rent liabilities, although it had estab- 
lished a $5 million contingency reserve 
to protect it against inventory declines 
and the like. As a matter of fact, be- 
tween June 30, 1946, and June 30, 1947, 
this contingency reserve rose by $4 mil- 
lion although liquid assets declined by 
$15,400,000. Cash alone declined from 
$21,800,000 to $6,400,000. In other 
words, the contingency reserve estab- 
lished by this corporation, like that of 
most other companies, does not consist of 
cash, of marketable securities, or of segre- 
gated receivables. Therefore it cannot 
serve to protect the company against 
a deterioration in its balance sheet 
items no matter how it may affect its 
earnings statement in 1948 or 1949. 


AN ACCOUNTING ENIGMA 


This point needs considerable em- 
phasis. Renegotiation and contingency 
reserves during the war were frequently 
carried among current liabilities. As 
such, they were the proper subject of 
two queries. We had to decide whether 
the sort of contingency foreseen by the 
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officers was likely to materialize and 
whether, if it did materialize, the pro- 
vision made had been ample enough to 
cover it. In either case we were discus- 
sing the validity of a current liability 
which, upon deletion from current lia- 
bilities, often served ultimately to 
strengthen reported working capital. 

But when we are concerned only with 
a long term liability, with a contingency 
reserve which has no bearing whatso- 
ever upon the current asset position of 
a corporation, we are dealing with 
something in the nature of an account- 
ing enigma. It has been established os- 
tensibly to protect the company’s assets 
but can in no way do so. It is termed a 
contingency reserve but it does not con- 
sist of a fund with which to meet con- 
tingencies. It is, in short, no reserve at 
all against the sort of difficulty which 
the average corporation may have to 
face during the next few years. It cer- 
tainly cannot prevent a substantial cash 
outflow should the company begin to 
lose money because of price declines or 
excessive break even points. 

But what of the Lifo system of in- 
ventory valuation? Most observers ap- 
pear to believe that use of the Lifo 
method will protect the average corpo- 
ration against an inventory break. This 
opinion loses validity when subjected 
to close scrutiny. 
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Remember that we are not dealing 
with an abstract Lifo system, or with an 
abstract corporation. We are dealing 
with Lifo as it actually works and with 
corporations as they are actually con- 
ducted. What do we find? We find that 
in company after company, inventories 
as reported have risen over the past two 
years and are continuing to ise, 
whether the company employs the 
first-in first-out method or the last-in 
first-out. 

In the case of the former, it is not 
necessary that there be an actual increase 
in physical inventory in order that there 
be an increase in inventory values as re- 
ported. It is sufficient that the number of 
inventory units remain unchanged, but 
that their replacement be at successively 
higher costs as prices rise. In such a case, 
and it is quite a common one, we have a 
clear cut example of a corporation which 
at some point will have to take a severe 
inventory licking should industrial prices 
break. 


Doers LiFo PROTECT ? 


But the Lifo company, the casual ob- 
server believes, is immune to this. In- 
ventories, on the Lifo basis, are valued 
in accordance with the hypothetical 
shipment of materials, etc., at the last 
prices paid. Should there be no change 
in the number of inventory units ac- 
cumulated, then there need be no 
change in inventory values as reported. 
But if, under the Lifo system, there is 
a progressive increase in the reported 
value of inventories despite the fact that 
the highest priced units are in theory 
shipped out first, then it becomes clear 
that an actual rise must have occurred 
in the physical quantity of inventory on 
hand. 

I think the point sufficiently clear. It 
is a paradox that the companies employ- 
ing Lifo may be the very ones in which 
the largest inventory breaks occur be- 
cause their physical quantity of inven- 
tory must, where reported inventories 
have increased, have risen over the past 
years. 

It is obvious, then, that neither the 
mythical reserves which have been es- 
tablished nor the mythical protection of 
the Lifo system, can serve to reduce the 
impact upon the liquid assets of the aver- 
age corporation of whatever deflation is 
in store for us. Possibly, had the habit not 
developed of looking upon these two ac- 
counting practices as adequate insurance, 
the gross disproportions which are devel- 
oping in the average corporate balance 
sheet might have been stopped months 
ago. 

Many executives, if pressed to a logi- 
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| New Labor Vistas 


I am convinced that the Taft- 
Hartley Act has opened up entirely 
new vistas of employe understand- | 
ing and co-operation with its em- | 
phasis on freeing the individual 
worker from the unjustified domi- 
nation of either his employer or the | 
union, coupled with the confirma- | 
tion of employers’ freedom of 
speech. 

It was becoming increasingly dif- 
ficult for an employer who wished 
to establish sound relationships with | 
his employes to do so. | 

Under this law, the opportunity | 
and freedom of individual manage- 
ments to develop sound relations 
with their own employes and to im- | 
prove the effective operation of the 
productive process have been im- 
measurably advanced. 

The act as it now stands may 
properly be characterized as a bill of 
rights for the individual worker. 
Both the employer and the union | 
are in a very real sense trustees of | 
these rights and when either, in | 
concert or singly, violates any of | 
these rights, they do so at their own | 
peril. 


Carroll E. French, Director, 


Industrial Relations Department, 
National Association of Manufacturers 











cal conclusion, concede that their own 
reserves are not really reserves at all. 
But these same executives take comfort 
from the reported reserves of corpora- 
tions in general. It does not seem to 
have occurred to them as yet that the 
reserves of most corporations are just as 
illusory as their own; that in the econ- 
omy in general not only does no reserve 
fund exist to cover future corporation 
contingencies, but instead of there being 
a reserve there is actually developing 
a shortage of corporation cash. 


1919, 1929 AND TODAY 


I stated earlier that what is develop- 
ing threatens to combine the worst 
features of 1919 with those of 1929. It 
should be noted that the 1919 break in 
prices, both agricultural and industrial, 
occurred so shortly after World War I 
that it did not follow but preceded the 
major phase of plant expansion. The 
break was specifically an inventory 
break, a break in prices of all descrip- 
tions. The depression of 1929 to 1934 
was a very different matter. Prices had 
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‘ declined steadily since 1925 and contin. 


ued to do so until 1933. Furthermore, 
between 1925 and 1930, an enormous 
expansion occurred in the industrial ca- 
pacity of the nation, partly through the 
development of new techniques, but 


\ mainly through the construction of new 


‘plant_and facilities. 


Thus, the depression which followed 
1919 was due mostly to an unhealthy 
inflation of prices while that of 1929 to 
1933 was in part due to the time lag 
which inevitably occurs between the 
gross expansion of plant and the absorb. 
tion of its products into the general 
stream of the economy. In both cases 
there was the common feature of a col- 
lapse of foreign purchasing power, due 
largely to the cessation in each instance 
of the exportation of capital from this 
country. 


Topay’s FACTORS 


Today all three factors are a possibil- 
ity. The price structure, as all of us are 
aware, is faulty, to say the least. It has 
developed some significant cracks in re- 
cent weeks. Plant expansion is proceed- 
ing at an astonishing pace, at a pace 
commensurate with the present level of 
industrial activity but not, it seems to 
me, commensurate with the much lower 
level of activity which we can expect in 
future years. Foreign markets are now 
more insecure than ever in the world’s 
history. 

My concession that the current rate 
of plant expansion is commensurate 
with the present level of industrial ac- 
tivity is not entirely warranted. A com- 
plete statistical break down of the 
amount of new plant being built and 
new equipment being introduced is not 
available. Even the closest approxima- 
tions are bound to be in error. However, 
the U. S. Dept. of Commerce tells us 
that during the first six months of 1947 
all retained corporate earnings, i.e., cor- 
porate earnings after dividends, plus 
all depreciation allowances accumulated 
during the period were employed in the 
acquisition of new plant and equipment. 
In addition, the proceeds of new capital 
issues plus borrowings were used for 
the same purpose. The total, on the 
producers level, amounted to more than 
$7 billion during the first half of 1947 
or to an annual rate of creation of new 
plant and equipment of between $14 
billion and $15 billion. 

No optimum ratio between new in- 
vestment and current production can 
ever be established for the simple reason 
that new investment is itself a determi- 
nant of the over-all volume of business. 
To claim, therefore, as I have been will- 
ing to do for the sake of argument, that 
the rate of transformation of liquid as- 
sets into new facilities is commensurate 

(Please turn to page 300) 
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Business Prospects: Short and 
Long Range Considerations 


I should like to start my discussion of 
business prospects by commenting briefly 
on the fact that we are in the midst of a 
boom. The Federal Reserve index of in- 
dustrial production has been holding 
slightly above the 190 level for several 
months and has been close to that level 
for more than a year. The number of 
people employed in the United States has 
been registering all-time record highs and 
is close to that idealistic figure which not 
so long ago was mentioned as a goal to be 
achieved some years hence. Yet in spite of 
our 60 million workers we are getting no 
greater production in automobiles and in 
housing than when we had only 44 mil- 
lion people at work in 1927. Although 
moderate improvement has been regis- 
tered in recent months, worker efficiency 
remains disappointingly low. Break-even 
points in most businesses are exceptionally 
high in terms of past experience. Short- 
ages persist in a number of basic materials. 
The rise in prices has been pronounced ; 
the cost of living has risen more than 25 
per cent. Credit expansion has been rapid 
in mortgages and in the consumer credit 
field. The rate of individual saving in re- 
lation to income has declined to the levels 
of prewar. These are some of the high- 
lights of our business picture that seem to 
justify the judgment that we are in a 
boom. 

Key FACTORS 


The question of where we go from here 
is one to which I propose to suggest an 
answer by examining some of the factors 
that ate bound to play a key role in the 


economic future as it unfolds over the‘ 


months ahead. These factors are presented 
inthe accompanying charts. (See page 289.) 





RICHARD H. GARLOCK is affiliated with 
the Bank of the Manhattan Company as 
Assistant to the Economist after being en- 
gaged as an investment counsellor and 
economic analyst for several years, in 
New York. Previously, Mr. Garlock served 
as a member of the staff of the Federal 
Reserve Board in Washington, D. C., as- 
signed to special work. 

Before joining the Federal Reserve 
Board, he was associated with Clark, 
Dodge & Company, security brokers and 
dealers, as a money market analyst. Mr. 
Garlock delivered this paper at a recent 
meeting of the Rochester Control of the 
Controllers Institute of America. 


By Richard H. Garlock 


1. Commodity prices 

Wholesale prices have risen about 50 
per cent in the past two years. Now while 
two years is not an exceptionally long 
period for business to expand without a 
recession, prices do not usually rise as 
much as 50 per cent without bringing 
about maladjustments which halt the ad- 
vance. Evidence of maladjustments in the 
present price structure are not lacking; 
although they are not shown here we 
know that they exist as between the prices 
of agricultural products and others, as be- 
tween the prices of capital equipment and 
the prices being charged against this 
equipment in the form of depreciation 
write-offs, as between the prices for corpo- 
rate equities and the prices for employee 
services, as between the compensation of 
different classes of workers, as between 
the prices for money and credit and the 
purchasing power of that money. 

Another significant aspect of the com- 
modity price situation is the fact that the 
spectacular rise of the past two years is 
the result of demands which in many re- 
spects are extraordinary and of temporary 
duration. 


2. Business Inventories 

The demand for goods to build stock 
rather than to go into consumption has 
been one of the more spectacular business 
developments of the past two years. This 
process is a highly stimulative one in the 
build-up stage, but it can give us a real 
jolt in the reverse phase when business 
not only stops expanding but actually 
starts cutting down on its total inventories. 
Suppose, for example, we were to change 
from an accumulation rate of $10 billion 
per year to a cut back place of $5 billion 
a year. That is not at all impossible and 
it would amount to a $15 billion change 
in market demand. We have all heard it 
said that inventories are not excessive in 
terms of sales, but it is well to keep in 
mind that sales have been at very high 
levels ever since the end of the war. As 
long as the tempo of sales remains high, 
the inventories will take care of them- 
selves, but there can be trouble in the 
inventory ends of many businesses when 
sales start sliding off. 


3. Merchandise Exports 
Exports have been another source of 
extraordinary demand on our markets. As 
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the chart shows they have been taking 
away from the supplies available for do- 
mestic consumption much larger amounts 
than usual. Even with E. R. P. in force, 
the most optimistic foreign trade analysts 
admit that some shrinkage in our exports 
from the level of 1947 is to be expected. 
And looking on somewhat farther into the 
future, some of these days we will reach 
the point where foreign countries are get- 
ting back on their feet economically and 
therefore in a position to send us more 
goods. 


4. Consumer expenditures for durable 
goods and hqusing 

This is another area where the demands 
on our business economy have been very 
heavy during the past year or so; in fact, 
double any figure we have ever reached 
before. And the demands are far from 
satisfied at the right prices, but there are 
some parts of this field where one is 
forced to wonder whether price readjust- 
ments are not necessary to turn potential 
demand into effective demand. A good 
deal of the most necessitous demand has 
been met in building, in automobiles and 
in many of the household appliance lines ; 
and since much of the demand in these 
fields is optional, consumers are apt to 
grow less extravagant as their emergency 
needs are satisfied. In some of the trade 
reports there is quite obvious concern over 
the slow-down in sales and the evidence 
of increasing consumer resistance to high 


prices. 


5. Business expenditures on plant and 
equipment 

Still another section of the economy 
where the tempo of activity has been very 
high is represented by business expendi- 
tures on plant and equipment. These have 
been running at the rate of nearly $25 
billion a year recently. But capital ex- 
pansion plans in a number of companies 
are moving along toward completion and 
there are increasing signs, although not 
necessarily conclusive ones, that planned 
expenditures for capital improvement pur- 
poses may be less aggressive for a time 
until some of the current uncertainties 
and impediments are resolved. High 
prices have increased the amount of 
money required to finance a given ex- 
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pansion in productive capacity as well as 
the amount tied up in inventories and re- 
ceivables. It is a matter of common know!- 
edge in financial and industrial quarters, 
moreover, that money is not as plentiful 
or as readily available as it was a few 
months ago. Sale of new stock to present 
stockholders or in the market is difficult 
to accomplish, sale of bonds or preferred 
stocks in the new capital market is con- 
siderably more difficult than it was, term 
loan funds are less readily available from 
insurance companies and commercial 
banks and the banks are under some pres- 
sure from the Federal Reserve Board to 
be mote selective and cautious in granting 
credit. Under these circumstances it seems 
likely that the rate of business spending 
on new plant and equipment may tend to 
taper off. 


6. Money Supply 

A final factor of great dynamic force 
in recent years has been the growth in the 
money supply. Business has been living in 
an environment of cogtinuing and rapid 
monetary expansion ever since 1938. Now 
for the first time in years, the money sup- 
ply is rounding off and business is facing 
the experience of getting along without 
this powerful stimulant. Bank loans may 
continue to expand moderately in spite of 
the increased caution which is being 
shown by the banking community, but the 
stimulus of rapid money expansion as we 
have known it throughout the 1940s is 
past, at least for the time being. 

Clearly there are inherent in present 
conditions enough maladjustments and 
weak spots so that a phase of readjustment 
might get under way most any time, and 
there has been a growing view recently 
that the boom is “running out of gas.” 
But on the other hand, it is possible that 
this phase may be held in abeyance for a 
further time by a combination of stimula- 
tive forces which are still at work. Wage 
rates are still rising in some quarters. Also, 
I think we must make allowance for some 
tax reduction, with the consequent bolster- 


ing of individual consumptive expendi- . 


tures which this would make possible. 
Another factor which could give us a 
“fillup” economically or forestall a de- 
cline arises out of the growing interna- 
tional crisis and the clear indication that 
as a result of it the expenditures of the 
federal government for foreign aid and 
military purposes are going to be sub- 
stantially increased. It remains to be seen, 
of course, whether the figures of $3 to $5 
billion recently mentioned in the press 
will measure the full extent of the in- 
crease in our military expenditures. Let us 
all hope that, that may justifiably prove to 
be all that is necessary. 

Sooner or later we have a period of 
readjustment to go through and there is 


THE CONTROLLER........... 


much to suggest that we recently have 
been in the initial stages of such a phase, 
—a phase, however, which now may be 
softened or postponed by the impact of 
forces growing out of international devel- 
opments. But while the near term outlook 
is uncertain, there are good grounds for 
the view that the corrective slump, when 
it comes, need not be long in duration or 
particularly serious in the proportions it 
attains. 

First. Business and financial institutions 
as well as individuals are in much stronger 
financial positions than they were when 
the long and devastating depressions of 





As the Author Views the 


Pattern of Business: 


1. We are currently in a business boom 
that has extended over a considerable 
period of time and that has given rise to 
a number of distortions in normal eco- 
nomic relationships. 

2. Eventually we may have to undergo 
some readjustments and it remains to be 
seen whether these can be accomplished 
piece-meal—with the necessary changes 
occurring first in one area and then 
another so that business in general ex- 
periences no more than a recession—or 
whether the adjustments will coincide and 
result in a decline in business of more 
serious proportions. 

3. The stage, however, does not ap- 
pear to be set for a long drawn out or 
deep depression and there are powerful 
reasons for believing that we should 
emerge from the readjustment period into 
one of high level prosperity marked by 
great technological progress. 

4. For the near term there is consider- 
able uncertainty as to the course of busi- 
ness, but the chances of a near-by slump 
developing will be appreciably lessened 
if, as seems practically certain, a sizable 
step-up in the rate of expenditures for 
military purposes is put into effect soon. 





the past occurred. Corporations have 
plowed billions of dollars back into their 
businesses during recent years and they 
have accumulated extremely large reserves 
against possible inventory losses. Individ- 
uals, unquestionably, have dissipated some 
of the savings with which they came out 
of the war and have begun again to re- 
build indebtedness in the form of mort- 
gage loans and consumer credit, but by 
and large they have seldom had as much 
financial “meat on their bones’ as they 
have at the present time. Our great finan- 
cial and investing institutions, likewise, 
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are in sound condition with relatively low 
proportions of “‘risk assets’’. 

Consequently, we can be quite confident 
that the stage is not set for a great defla- 
tion; and it is worth noting in this con- 
nection that we have never had a great 
depression in the United States without a 
deep credit and monetary deflation. 

Second. A depression, if we have one, 
should be moderate because the United 
States is experiencing a period of very 
rapid population growth and migration 
with all their implications as to new and 
expanded markets. Since 1940 our popula- 
tion has increased 10 per cent and the 
number of families has increased 131, 
per cent. We have added in eight years 
about 14 million people—or more than 
the total population of Canada—and 
every month the increase in population is 
equal to the addition of a city the size of 
Richmond, Virginia. Population growth 
of such proportions means a steady and 
substantial expansion in our markets and 
requires billions of dollars of new invest- 
ment in housing, municipal facilities and 
industrial capacity even if the standard of 
living of our people remains unchanged, 
—which of course it will not. 

Coincident with this increase in the rate 
of population growth in the United States 
is the fact that in the past few years about 
six million people have moved from rural 
to metropolitan areas and several million 
more have moved from one section of the 
country to another. This means increases 
in consumption and an expansion of the 
facilities necessary to supply housing, 
governmental services and employment. 

Third. The strongest reason, however, 
for believing that we are not heading for 
a depression of the “bottomless pit” 
variety and that we should bound up 
quickly from any foreseeable recession 
into a period of good business is that we 
are in the midst of a technological revolu- 
tion which bids fair to provide stimulation 
and growth to our business economy for 
many years ahead. It may well prove true 
that we are standing on the threshold of 
one of the most remarkable and progres- 
sive periods of man’s struggle to improve 
his economic well-being. For the scientific 
laboratories of American industry have 
stored up in them and in process of devel- 
opment a veritable treasure chest of new 
products, techniques and new ideas. 

In the early ’20s, American industrial 
concerns began to make substantial in- 
vestments in scientific laboratories. They 
knew at the time that the millions of 
dollars they were committing to research 
would not pay off for some years to come. 
And unfortunately, about the time these 
great laboratories were ready to bring 
forth new means of doing old things and 
new industries, the depression set in 
which made it difficult to justify invest- 
ment in new capacity or to take a chance 
on new products. 
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As the depression deepened year after 
year, business volume and business earn- 
ings fell to lower and lower levels but in- 
dustry continued to spend substantial 
amounts on scientific research. It was this 
research that contributed so importantly 
to our winning the war,—tesearch that 
had developed new processes and new 
products for peacetime use but which 
temporarily turned them to wartime appli- 
cation. 

It has been estimated that expenditures 
on industrial research increased nine-fold 
between 1920 and 1940 and that in 1946 
they were approximately double those of 
1940. It is quite possible therefore that 
we are destined to telescope into the next 
decade or so more technological develop- 
ments than took place during the entire 
Industrial Revolution in England stretch- 
ing over a century and a half. 


PEACETIME POTENTIALITIES 


There are many new words in our vo- 
cabularies these days and behind them lie 
vast potentialities in products for peace- 
time use. The word “electronics” is a 
good example. It is as you know just 
“radio” in essence but in terms of in- 
dustrial application it means new auto- 
matic counters, new controls over quality, 
new methods of color analyses, new 
means of making industrial processes 
automatic, cheaper and safer. It means 


new and cheaper ways for tempering and 
bonding metal, wood and other materials, 
a new means for increasing the safety 
factor in land, air and sea transportation. 
All of this, of course, has a profound 
meaning in terms of lower costs of pro- 
duction; and lower costs of production 
mean wider markets, more employment 
for our people and more capacity for our 
industry. 

“Fluorescence” is another new word 
which we all know as a relatively new 
kind of lighting. But its real importance 
lies in the fact that it means better light 
for industry so that work performance 
can be increased, it means new ways for 
determining the freshness of foods and 
preventing spoilage, new methods for de- 
tecting plant diseases and infections, all 
capable of lowering costs and increasing 
output somewhere along the line. 

The turbo-supercharger and the gas 
turbine are little more than words to lay- 
men, but to the technicians of the scien- 
tific world they signify a revolution in the 
cost of power which means in turn a re- 
duction in the costs of almost everything. 

New discoveries in powder metallurgy 
are creating an unadvertised revolution in 
the metal working industry with porous, 
self-lubricating bearings and machine 
tools of incredible hardness and durability. 


THE CONTROLLER........... 


New light metals at new low prices, we 
may be sure, ultimately will reduce the 
initial and maintenance costs of the auto- 
mobile, of trucks and buses, household 
gadgets and railroad equipment. 

We have a host of synthetic materials 
such as rubber, plastics, unbreakable glass 
and new fibres of amazing versatility, 
utility and cheapness. The scientific wiz- 
ards of our great chemical industry have 
provided synthetic longer-lasting paints, 
new uses for waste materials, new deter- 
gents and new methods of treating, proof- 
ing and testing fabrics which offer a 
wealth of new uses. The chemical indus- 
try is in fact a veritable storehouse of 
near miracles with vast potentialities for 
creating new products as well as new 
markets for old ones. 


New INDUSTRIES 


In addition to all these new products 
and processes with their wide implications 
as to material progress, quality improve- 
ment and cost reduction, there are a num- 
ber of areas in which new industries are 
forming. In air conditioning we have 
barely scratched the surface of a new in- 
dustry which provides the means not only 
for making life more comfortable but also 
for creating conditions under which work- 
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ing efficiency is increased, new standards 
of precision are feasible and new materials 
can be worked more economically. 

The frozen foods industry will require 
thousands of new locker plants and new 
equipment for refrigeration in trucks, rail- 
road transportation, etc. The radio indus- 
try has a big field to develop in frequency 
modulation, facsimile reproduction and 
television in black and color. 

Finally, we face a fantastic transforma- 
tion in the ancient industry of agriculture. 
We have a wealth of new farm machines, 
—new machines for planting pelletted 
seeds with built-in insecticides, fungicides 
and fertilizers, variable depth planters, 
pick-up balers, mechanical pickers and 
flame weeders. In combination with other 


processes and products such as insecticide 
bombs, new bug killers and chemical 
weed killers, these machines mean that 
agriculture has turned from a ‘way of 
life’ into a great industry. 

The facts of technology make a 
shambles of all the hollow talk about eco- 
nomic maturity that we heard during the 
depression, for technology requires a tre- 
mendous investment in new capacity to 
make it effective. For example, our rail- 
roads will have to spend several billion 
dollars in the next decade if they are to 
take advantage of the new light-weight 
stream-lined passenger trains, the new 
motive power, the new light-weight 
freight cars with modern bearings and 
the new signal and communications sys- 


Public Understanding of U. S. Economic 
System Aim of New Program 


The advertising industry's program to 
improve public understanding of the 
American economic system has been given 
new impetus after a special meeting of 
forty top business executives in New York 
early in May. The gathering took the 
form of a seminar under sponsorship of 
the Association of National Advertisers 
and the American Association of Adver- 
tising Agencies’ joint committee on the 
campaign. 

Kenneth D. Wells, committee director 
of operations, said the chief objective of 
the conference was to provide information 
on how to organize and carry out plant 
and community programs along lines sug- 
gested by the committee. 

Extensive community programs were 
started in February and March in Port- 
land, Ore.; Chicago, and New Bruns- 
wick, N. J., Mr. Wells disclosed. Eleven 
major communities were in process of 
forming complete projects, he said. The 
campaign, on which advertising organiza- 
tions spent eighteen months in research 
and preparation, was officially opened 
early in February. 

The seminar, first to be held on the 
subject, was centered around showing of 
the slide-film, ‘This Is Our Problem,” 
which is regarded by the committee as a 
“blueprint” or basic outline of the cam- 
paign. It reviews how the economic sys- 
tem operates, its shortcomings and what 
must be done about them. Mr. Wells 
listed five major points as basic principles 
of the system. They are: 


(1) The right to private property. 

(2) The right to enter into business 
and engage in competition. 

(3) The right to a free market. 

(4) The right to added compensation 
for extra effort. 
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(5) The concept of the government 
as a regulator but not a controller of busi- 
ness. 

Other objectives of the plant and com- 
munity programs are to increase knowl- 
edge of the individual worker's impor- 
tance, a “two-way” analysis of manage- 
ment and employe problems and plant 
tours to broaden knowledge of how an 
industry or business functions and its re- 
lation to the community. Programs for 
these activities are outlined in a ‘Plan for 
Action” kit produced by the joint com- 
mittee. 

“The main idea that we are trying to 
get across is what our economic system 
can provide in the future, not only what 
it has done in the past,” Mr. Wells said. 
“Another is that good public relations 
make money, because they avoid losses 
through disputes and strikes and are also 
the basis of good production.” 

Three main questions were covered 
in the seminar, Mr. Wells continued. 
They were: 


(1) What is the American economic 
system and how does it work? 

(2) What are the underlying causes 
for lack of public understanding of the 
economic system? 

(3) What specifically can and should 
be done to correct these underlying 
causes? 


Mr. Wells added that he is confident 
that the programs soon will be established 
on a nation-wide scale. 

The plant and community programs are 
distinct from the special campaign of ad- 
vertising to be carried out by the Adver- 
tising Council. Eleven ads to be used in 
support of the general program were re- 
leased about mid-May. 
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tems which is possible to reduce costs, in- 
crease speed and improve the efficiency of 
railroad transportation. 

Neither frequency modulation nor tele. 
vision can be made available to the people 
of the United States on a broad scale 
without the expenditure of vast amounts 
for broadcasting and transmission facili- 
ties. 

Because industry will need greatly in- 
creased supplies of electric power if it is 
to take full advantage of the automatic 
machines which science recently has de- 
veloped, and because of the rapidly ex. 
panding use of electric appliances in the 
home, it has been estimated that: it will 
be necessary in the next five years to ex- 
pand central station generating capaicty 
by one-third—which would exceed any 
five year increase on record. 

The cost of full mechanization of cot- 
ton farming is estimated at $50 per acre 
and since we have some 20 million acres 
devoted to cotton growing it is obvious 
that a substantial investment will be te- 
quired for this purpose. 

Housing construction is a direct and an 
enormous source of demand for invest- 
ment funds, but it is often overlooked 
that since most of the housing construc- 
tion today is on “‘raw’’, undeveloped land 
some municipality has to spend close to 
$1000 per house to provide municipal 
facilities in the form of roads and sewers 
and schools. 


TECHNOLOGY AND INVESTMENT 


If it seems that I have labored these 
technological developments and their in- 
vestment implications, let. me assure you 
that there is good reason for it. If you 
look back over our economic history, you 
will find that whenever we have had large 
scale investment by industry in new plant 
and equipment we have had prosperity; 
and whenever investment in new facilities 
has languished it has meant depression. 
In the twenties, for example, when we had 
full employment, new investment was run- 
ing around $8-9 billions a year whereas 
in the thirties when millions were unem- 
ployed new investment had shrunk to less 
than a billion dollars a year. Clearly the 
technological revolution should mean ovet 
the years ahead large scale investment in 
new and improved productive facilities 
and that in turn should assure a consider- 
able period of high level business activity. 

Since the early Thirties, the plant and 
equipment of American industry has been 
wearing out and becoming obsolete nearly 
as fast as it was replaced. Consequently it 
is little larger today than it was in 1929 
when the population of the United States 
was 15 per cent less and the national in- 
come was nearly 60 per cent less than it 
is today. The accumulated needs of busi- 
ness for new plant and equipment look 
very large indeed when viewed over a 
period of years. 
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Even at inflated prices the little lady 
will have no trouble figuring out where 


she stands. 


In more complex businesses, “figur- 
ing” is much more elaborate. Post, 
copy, sort, file — or so it’s been under 
the old system. But now all that is out. 
Here’s something new. It’s the 
Comptometer Peg-Board Plan. 


N.W. AYER & SON 








Simple, speedy, accurate, this money- 


saving plan makes original entries yield 
final results. And copying is gone for- 
ever, because entries are written once 
—and once only. 

It’s so extremely flexible that it gives, 
almost instantly, any combined state- 
ment for such accounting tasks as labor 


distribution, sales analysis, payroll, 
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accounts payable, inventory control. 

If you're after economy, just call 
your nearest Comiptometer representa- 
tive for full details. 


ComptTrom ETER 


REG. U.S. PAT. OFF. 
ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., 
Chicago, and sold exclusively by its Comptometer 
Division, 1734 N. Paulina St., Chicago 22, Illinoss. 
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A Case History Proving that 


Business CAN Advise Government 
By Richard C. Steele 


Although the title of this article is provocative, a controller’s 
reaction may be: “The same old story . . . some bureaucrat 
writing another article to justify his job and his reason for oc- 
cupying it.’ No, brethren—I am no bureaucrat. I belong with 
industry, as a member of the Controllers Institute of America. 
The story I shall tell is one from our side of the fence. It is a 
story of negotiation and consultation, between government and 
industry on problems of mutual interest, which have resulted in 
success—Success on the part of government because it gets the 
information required for efficient administration of the law 

. success for industry because the channels for supplying this 
information have been reduced to, an efficient workable mini- 
mum. 

For more than five years the federal government, especially 
the Bureau of the Budget, not only has proved that it can take 
the “slings and arrows’’ of the business world, but it continues 
to expose itself to the risk of business advice by its own volition. 
Proof of this is the fact that about 80 per cent of all recom- 
mendations submitted to the Bureau of the Budget by the Ad- 
visory Council on Federal Reports, its committees and panels, 
have been accepted and put into effect. And the marvel is that 
seldom is business or government the loser, for a reporting 
method that proves to be simpler for business generally results 
in better government administration. 

It takes courage for government bureaucrats to keep the door 
open to all suggestions and the man who exemplifies such cour- 
age is Dr. Stuart A. Rice, Assistant Director of the Bureau of 
the Budget, in charge of statistical standards. Dr. Rice believes 
that problems perplexing to both government and _ business 
should be settled around the conference table in an atmosphere 
of objectivity. He views his Division of Statistical Standards as 
the business man’s “friend at court,” and believes that neither 
the business executive nor the government official separately can 
or should decide what is best for both. 

I have seen this plan in operation through my service on the 
Committee on Radio Broadcasting of the Advisory Council on 
Federal Reports. I shall explain the functions of this group but 
before doing so, it would be well to examine the structure of 
the “‘parent’’ or top committee—The Advisory Council on Fed- 
eral Reports—from which special industry committees and 
panels emanate. 

Early in 1942 the Advisory Committee on Government Ques- 
tionnaires (the name of the group was subsequently simplified 
to the Advisory Council on Federal Reports) was established 





[ RICHARD C. STEELE is Assistant Busi- 
ness Manager of the Worcester Tele- 
gram, Worcester, Mass., which also 
operates radio stations WTAG and 
WTAG-FM. Prior to 1947, he served 
for four years as controller of his com- 
pany. A Director of the Boston Control 
of the Controllers Institute, he was 
chairman, last fall, of the Newspaper 
Industry Conference held in connection 
with the 1947 Annual Meeting of the 
Controllers Institute of America. 
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and continues to function at the request of the Director of the 

United States Bureau of the Budget. The Bureau of the Budget 

is a division of the Executive Office of the President of the 

United States. The Council is a body of businessmen, each ap- 

pointed by the sponsoring national organization which he repre- 

sents, or by the Council as a representative of business-at-large. 
The sponsors are: 


American Retail Federation 

American Trade Association Executives 

Chamber of Commerce of the United States 

Controllers Institute of America 

National Association of Commercial Organization Secretaries 
National Association of Manufacturers 

National Industrial Council 


The function of the Council is to advise with the Bureau of 
the Budget in simplifying and improving questionnaires and re- 
porting procedures of federal agencies in connection with the 
Bureau's administration of federal reports. Its objectives are im- 
proved federal statistical methods for valid government or busi- 
ness needs and the collection of information efficiently and with- 
out duplication, with the least burden to business respondents. 
The Council, which maintains offices at 1615 H Street N. W., 
Washington, D. C., has Russell Schneider as its Executive Secre- 
tary. 

The Controllers Institute of America is represented on the 
Advisory Council by Edwin E. McConnell, Controller, Norton 
Company, Worcester, Massachusetts (a ei President of the 
Controllers Institute) and by Lisle W. Adkins, Controller, Cros- 
ley Division, Avco Manufacturing Corporation, Cincinnati, 
Ohio (a national director of The Institute) . 


THE COMMITTEE ON RADIO BROADCASTING 


As in the case of other committees and panels of the Advisory 
Council on Federal Reports, the need for an industry committee 
to consult with the Bureau of the Budget on problems arising 
from reports of radio stations to the Federal Communications 
Commission was first and most fully appreciated by the Bureau 
of the Budget itself. The Bureau’s interest in such reporting 
matters arises from its administration of the Federal Reports Act 
of 1942. 

This act stipulates: 


Sec. 5. No Federal Agency shall conduct or sponsor the 
collection of information, upon identical items, from ten or 
more persons (other than Federal employees considered as 
such) unless, in advance of adoption or revision of any plans 
or forms to be used in such collection; 


(a) The agency shall have submitted to the Director such 
plans or forms, together with copies of such pertinent regu- 
lations and other related materials as the Director shall 
specify; and 


(b) The Director shall have stated that he does not disap- 
rove the proposed collection of information. 


The Radio Broadcasting Committee was not immediately suc- 
cessful. An effort was made in 1943 to activate a committee on 
radio station forms. Effective results did not materialize from 
this committee due to the war and the urgency for scrutinizing 
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war-related forms and questionnaires. Therefore, the many nor- 
mal problems which were known to exist in the field of federal 
reports from radio stations were deferred pending the time 
when more adequate attention could be given to them. 

More than two years later, and under more promising circum- 
stances, another committee was organized to function as an ad- 
visor to the Bureau of the Budget “on reporting procedures, 
mainly Federal Communications Commission questionnaires, 15- 
sued to radio stations and to make recommendations toward the 
sim plification, consolidation and improvement of such reporting 
methods.’ This committee was established with the cooperation 
of the National Association of Broadcasters, officials of the Con- 
trollers Institute of America, and individual members of the 
Council. 

The Committee, as now constituted, is composed of : 


Chairman, BEN STROUSE, WWDC, Washington, D. C.; C. E. ARNEY, 
Jr., National Association of Broadcasters; KENNETH H. BAKER, Na- 
tional Association of Broadcasters; CHARLES BARHAM, JR., WCHV, 
Charlottesville, Va.; KENNETH BERKELEY, WMAL, Washington, D. C.; 
H. J. BRENNAN, WJAS, Pittsburgh, Pa.; CARL BURKLAND, CBS, New 
York; T. A. M. Craven, WOL, Washington, D. C.; JoHN ELMER, 
WCBM, Baltimore, Md.; MERLE §. JoNEs, WCCO, Minneapolis, 
Minn.; C. T. Lucy, WRVA, Richmond, Va.; Gustav B. MarGrRAF, 
NBC Washington attorney; JAMES H. NEu, CBS Washington attorney; 
HERBERT L. PETTEY, WHN, New York; CARLETON D. SMITH, NBC, 
New York; and RicHARD C. STEELE, WTAG, Worcester, Mass. 


These members were selected on the basis of their qualifica- 
tions by the chairman of the Advisory Council. Because of his 
experience in both government and industry, Wayne Coy, then 
manager of WINX, Washington, D. C., was appointed first 
chairman. C. E. Arney, Secretary-Treasurer of the National As- 
sociation of Broadcasters, was the natural choice as Secretary of 
the Committee. 


THIRTY ForMs EXAMINED 


Early in 1946, David E. Cohn of the Division of Statistical 
Standards, Bureau of the Budget, whose responsibility includes 
the review of all communication questionnaires and report 
forms, outlined the first task of the committee: examination of 
approximately thirty different forms, many of them due for ex- 
piration and renewal of Budget Bureau approval at that time. 
The Bureau's reason for undertaking discussion of this large 
number of forms was based on the inter-relationship of the ma- 
jority of them, particularly those forms known as applications to 
the Commission for licenses, for renewals of licenses and for 
permission to reorganize, as well as applications to effect engi- 
neering changes and similar matters. 

The task before the committee was described by the Bureau of 
the Budget as complex and technical. The committee was cau- 
tioned not to engage in making recommendations concerning 
policy matters and, likewise, to refrain from interpreting federal 
statutes. On the other hand, it was encouraged and requested to 
address itself to simplification of the procedures involved in fil- 
ing these various reports to the Federal Communications Com- 
mission, eliminate duplication, and otherwise streamline and im- 
prove the efficiency of these paper-work requirements. 

Under the direction of Wayne Coy, the committee held a 

number of meetings, one of which (requiring two days of unin- 
tetrupted work) was held in Roanoke, Virginia, as a deliberate 
means of permitting the members to work steadily and without 
interference. Following this meeting, sessions were held with 
the members of the Federal Communications Commission and 
its top staff members. 
As an outgrowth of these meetings, and additional days of 
individual study and reference work in home offices, this com- 
mittee achieved truly remarkable results. These accomplishments 
have been publicized widely and have gained the praise of both 
government and station officials generally. The remedial action 
taken amounts to one of the best examples of reduction in bur- 
den of government reporting in the annals of the Council. 





THE NEED FOR COOPERATION 


Statement of Mr. Wayne Coy, 
Chairman of the Federal Commu- 
nications Commission with refer- 
ence to work of the Radio Broad- 
casting Committee of the Advisory 
Council on Federal Reports 
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“Since I have become Chairman of the Federal Communi- 
cations Commission I have felt more than ever the need for 
cooperation between the Commission and the industry on 
administrative problems of mutual interest. The work of 
the Radio Sub-Committee is one of the means of bringing 
about this cooperation and the Commission will continue to 
welcome the Committee's aid and constructive criticism. It 
is our aim that there be no unnecessary obstacles in our ap- 
proach to the solution of the substantive problems involved 
in communications regulation. Poor or poorly understood 
administrative devices (especially forms) are obstacles of 
this nature and sincere advice from the Committee can do 
much to lessen the burden on both the government and in- 
dustry. 

‘As a note of caution, I think it essential that the Com- 
mittee’s members use existing channels to secure revision 
of regulatory policy and that the Committee itself carefully 
confine its attention to administrative matters. I say this 
knowing fully how hard it sometimes is to determine where 
administrative matters end and regulatory policy begins. If 
the Committee does not stick to this principle, however, it 
will resubmerge its identity into the general body of the in- 
dustry and lose its opportunitw to carry out its useful spe- 
cialized mission.” 





Controllers, regardless of the industry in which they are situ- 
ated, will recognize the magnitude of the achievement from the 
following facts: 

18 F.C.C. applications replaced by 8 . . 
55 per cent. 

379 pages trimmed to 95 (Sections of forms standardized, 
further reducing form pages to a net 52 in number of differ- 
ent pages). 

Instructions clarified and improved . . 
per cent. 


. a reduction of 


. a reduction of 86 


In addition to these achievements, marked improvements in 
the relationship between officials of government and industry 
resulted. While this was not the primary objective of the com- 
mittee, it ensued as a natural result of the application of objec- 
tive conference table methods in the solution of problems mu- 
tually vexing to both government and business. The antagonism 
which generally characterized relations between the radio indus- 
try and the Federal Communications Commission on such mat- 
ters has largely been dissipated and has been replaced by an 
atmosphere of mutual respect and confidence. 

In the brief two years of its existence, the Committee on 
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Radio Broadcasting has endowed the fu- 
ture of radio station operation with con- 
tinuing economies and a system of Fed- 
eral Communications Commission appli- 
cations far more acceptable from the 
standpoint of licensees as well as the ad- 
ministrators of federal regulatory au- 
thority. This is an endowment which year 
after year will pay dividends to all con- 
cerned. The simplification and elimina- 
tion of questions regarded as non-essen- 
tial will result in savings to the industry 
estimated in hundreds of thousands of 
dollars annually. 

Wayne Coy, who served two years as 
Chairman of the Radio Committee, is 
now chairman of the Federal Communi- 
cations Commission. Because of the great 
contribution he made as Chairman of the 
Committee on Radio Broadcasting in be- 


half of the radio industry, the committee 
recently held a testimonal dinner, in 
Washington, in his honor. To succeed 
Mr. Coy, the Chairman of the Advisory 
Council appointed Ben Strouse, Vice- 


President and General Manager of 
WWDC, Washington, under whose lead- 
ership the committee is preparing to fur- 
ther pursue its task. 

In addition to Mr. Coy’s new position, 
four of the original members of the Com- 
mittee on Radio Broadcasting have been 
elevated to higher positions in the indus- 
try. Despite these advancements, no mem- 
ber has requested to be relieved of his 
service on the Committee . . . the work 
is too important and too interesting for 
them to discontinue. This, of course, 
does not apply to Mr. Coy, as it is a re- 
quirement of the Advisory Council that 


only businessmen may serve as advisors of 
the federal government while working 
under its sponsorship. 

Although this story brings the history of 
the Radio Committee up to date, it by no 
means spells the end of its task. Already 
copies of the annual Financial Report to 
the Federal Communications Commission 
have been distributed and the form is 
now under study by committee members, 
A meeting is scheduled to start action on 
the simplification of this form and it is 
expected that equally important econo- 
mies and improvements will be effected. 

In general, the work of the Committee 
on Radio Broadcasting, as is true of the 
work of the Advisory Council, may be 
epitomized in one word—cooperation in 
the American tradition—harmony in view- 
point with mutual respect and benefit. 


Over 3,000 Corporations Report Net Gain of 37 Per Cent for 1947 


Reports of 3,102 corporations in all 
lines for the calendar or fiscal year 1947 
show combined net income of about $9,- 
228 million after taxes, compared with 
$6,750 million in 1946, an increase of 
37 per cent., according to a recent tabula- 
tion by The National City Bank of New 
York. 

On the book net worth aggregating 
$75,500 million at the beginning of 1947, 
and comprising about 45 per cent. of the 
total for all corporations in the United 
States, the net income represented an av- 
erage return of 12.2 per cent., the bank 
explains. These figures compare with a 
net worth of $71,300 million in 1946 and 
a return of 9.5 per cent. 

“Although manufacturing profit mar- 
gins in terms of percentage of profit in 
each dollar of sales were generally wider 
than in 1946,” the bank observes, ‘‘they 
were in most groups, with some conspicu- 
ous exceptions, narrower than in other 
years of active business such as 1928-29, 
1936-37, or 1940-41.” 

The high total of dollar earnings, ac- 
cording to the bank, reflected largely the 
huge volume of goods produced to meet 
deferred demands, the higher price levels 
prevailing, and inventory ‘‘profits’” re- 
sulting from advances in commodity prices 
which in most cases were immediately 
and automatically tied up in new inven- 
tories at the current high prices. 

“At the same time,” it adds, ‘the es- 
tablished accounting practice of basing de- 
preciation charges on original cost has re- 
sulted in much higher reported earnings 
than would be the case were such charges 
calculated more realistically on actual te- 
placement costs.” 

In the principal non-manufacturing 
categories, mining and transportation like- 
wise recorded substantial percentage gains 
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in 1947, the latter reflecting recovery in 
railroad earnings from the low levels of 
1946 due to continued high traffic volume 
and increase in freight and passenger 
rates, the bank notes. 

In other major divisions of business, 
which did not enjoy the same increase in 
volume as manufacturing and mining, but 
were affected by rising costs which they 
were unable to pass on in higher prices, 
net incomes showed smaller increases com- 
pared with 1946, or actual decreases. This 
was generally true of wholesale and retail 
trade, public utilities, amusements, nu- 
merous branches of the service indus- 
tries, and banking. 

Changes by major divisions the bank 
summarizes in the following table: 


the stated value of outstanding preferred 
and common stock and surplus account) 
is based upon the balance sheet book 
values of assets which under today’s con- 
ditions are far below actual prevailing 
values. This is particularly true in those 
industries where a large capital invest- 
ment is required in the form of plant and 
equipment for the efficient and low-cost 
mass production or processing of such 
products as iron and steel, nonferrous 
metals, industrial machinery, electrical 
equipment, chemicals, foods, and many 
other products. In such industries, the 
corporate net worth, based on original 
costs of plant and equipment, less reserves 
for depreciation, represents currently a 





SUMMARY OF NET INCOME AFTER TAXES OF LEADING CORPORATIONS 
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“In making comparisons on the basis 
of rate of return on net worth,” the bank 
explains, “it must, of course, be recog- 
nized that in a period of rapid price ad- 
vance such as we have been experiencing 
since the war, this type of measurement 
tends to overstate real earnings by reason 
of the fact that net worth (representing 
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gross understatement of the actual ‘worth’ 
based on reproduction costs; hence by the 
same token the rate of return computed 
on such book values represents an over- 
statement of earnings.” 

While profit margins in many cases 
look big, the bank observes, a question 
arises as to how they would stand up in 
the face of adverse changes in any one of 
more of these factors. 














National Mechanized Accounting 


provides “60-second service” at this hotel desk... 


. . . See what it can do for your business! 
Mechanization is today’s key to efficient, 
economical accounting for businesses of 
every size and type. Mechanization with 
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In its first report, “The Public's Accept- 
ance of the Facts and Figures of Business 
Accounting,” Controllership Foundation 
revealed the disturbing fact, that in spite 
of the many safeguards imposed by busi- 
ness, public accountants and federal and 
state laws, almost half of the people of 
the United States do not believe the fig- 
ures of business, or have a deep-seated 
suspicion of their trustworthiness, Execu- 
tives, shocked by the sober implications of 
this report, asked: 

“How shall we report financial facts so 
that they will be accepted and under- 
stood? 


In the face of this revelation the trus- 
tees of the Foundation agreed that the 
Foundation should undertake to learn 
why almost half of the people of the 
United States distrust financial statements 
of business. The fact appeared to be that 
a vitally important instrument for telling 
the story of business was not doing its 
job. A complacent view of the situation 
might constitute a serious threat to our 
entire enterprise system. 

At a subsequent meeting of the Board 
it was decided that the next step should 
logically be to find out, “What Is Wanted 
in Company Annual Reports?” 

What is wanted by average or typical 
stockholders, by employees in office and 
plant, by national and local labor union 
officials, by shop stewards, by large inves- 
tors—men and women—and by the group 
of experts, financial analysts, bankers and 
brokers ? 

After reviewing a number of organiza- 
tions equipped to undertake such research 
the trustees of the Foundation decided 
upon the nationally known market te- 
search organization, Elmo Roper. They 
were told the nature of the problem and 
the information that the Foundation 
wanted: 

What kinds and amounts of financial 
information about corporations is needed 


by different groups in the population? 


What Is Wanted in Company Annual Reports? 


By Daniel J. Hennessy 


What information can people actually 
use, and in what form should this infor- 
mation be supplied to them in order to 
make it most intelligible and useful? 


It was made clear that the ultimate aim 
of the research would be to help corpora- 
tions to plan their financial reporting so 
as to give the various publics what they 
want and thus develop confidence in the 
integrity of the corporation. 

This, in outline, has been the basic 
plan: 

CONCURRENT STUDIES 


Two different but closely related studies 
have been concurrently conducted. Na- 
tional opinion polls with fixed question- 
naires were used with a cross-section of 
employees in office and factory and with 
average or typical stockholders. These 
questionnaires were studied and tested 
until they were entirely satisfactory to the 
research agency and to the officers of the 
Foundation. Among questions asked em- 
ployees were: 

Would you like to have more informa- 
tion than you now have, or do you know 
all you want to know about: 


What your company’s volume of sales 
has been this year compared to previous 
years; 

How much profit your company is mak- 
ing compared to previous years; 

What the prospects are for your com- 
pany’s business next year; 

What plans your company has for ex- 
pansion; 

Who are the principal users of your 
company’s products or services; 

What new products or services your 
company is developing; 

What your company does for its em- 
ployees like hospitalization plans, pen- 
sions and other benefits; 

What salaries are paid to top execu- 
tives; 








MR. HENNESSY 


DANIEL J. HENNESSY, now serving as President and 
Chairman of the Board of the Controllership Foundation, Inc., 
was the second national president of the Controllers Institute 
of America. He is also Vice-President and a Director of the 
Jamaica Water Supply Company, in Jamaica, N. Y. Widely 
known in the utility industry, Mr. Hennessy is President of The 
Technical Valuation Society, and has also served as a mem- 
ber of the Statistical Committee of the American Gas Associa- 
tion and the Cost Accounting and Taxation Committee of the 
National Coal Association. He was a special lecturer, for 
three years, on the economics of public utilities, finance and 
accounting at the University of Pittsburgh. 
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Who your company's big stockholders 


are. 


One of the questions asked all typical 
stockholders was: 


Suppose the company were to send 
you each year two different things: ... 
one the regular annual report and two, 
a short one-page ietter from the presi- 
dent just hitting the high spots of what 
was in the annual report. If you had 
both of these do you think you would 
be inclined to just read the letter and 
save the longer report just for refer- 
ence, or would you still read both the 
letter and the report? 


Concurrently, the depth interview tech- 
nique was used. In this procedure highly 
skilled and trained interviewers arrive by 
deduction and inference to a true state- 
ment of the beliefs and convictions of 
those interviewed. Persons who were in- 
terviewed by this technique included: na- 
tional and local labor union officials, shop 
stewards, large investors among men and 
women, and the sophisticated audience of 
financial analysts, bankers and brokers. 

The final report will integrate the re- 
sults of these two studies. 

The manuscript of the report will be at 
hand by the time THE CONTROLLER for 
June is published, and we expect to be 
able to mail the report to members of 
Controllers Institute in July. We believe 
that it will give controllers and manage- 
ment the answer to what various groups 
of people want in company annual te- 
ports. 

This investigation in itself, however, is 
not the end of the matter. The results 
must be interpreted not only in the light 
of accounting philosophy and in the tra- 
dition of the accounting profession, but 
in the light of recent social changes. 


QUESTIONS RAISED 


Already—even on the basis of summary 
data—a number of questions suggest 
themselves for answering or, perhaps, 
merely for conjecture. Some of these 
might be: 

Are we wasting time and money in ef- 
forts to “fancy up” the company annual 
report? 

Are we giving run-of-the-mine stock- 
holders much more information than they 
need or read? 

Would they perhaps prefer a letter 
from the president with an invitation to 
write for more detailed information if de- 
sired ? 

(Please turn to page 304) 
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Terms and Pricing Policies Surveyed 


Down Payments—Price Protection—Escalator Clauses 


A survey of “Terms and Pricing Polli- 
cies,” conducted recently by the Control- 
lers Institute, involved two problems: 


“First—Is it practical to require a sub- 
stantial down payment from customers 
who order machinery or equipment where 
an extended period will saps before de- 
livery? The practice might vary with re- 
spect to standard and special equipment. 
If you think it should, please so state. 


“Second—Many varying practices have 
sprung up since the war which have to do 
with price protection. The general prac- 
tice now is to quote packaged goods at 
firm prices for relatively short delivery, 
and ‘price at time of delivery’ when that 
is some time in the future. With respect 
to heavy goods, a firm price is guaranteed 
for varying periods up to six months. Or- 
ders requiring delivery or services some 
time in the future are taken on an esca- 
lator basis, or cost-plus basis. In some 
cases, orders are not accepted calling for 
delivery beyond a certain date. 


"As this is being written, commodity 
prices are falling. Nevertheless, the threat 
of further wage increases still exists, and 
there is no certainty that we have reached 
the end of the inflationary cycle. Thus, 
price protection is still a vital problem. 


“What are your practices? Do you 
think that they will continue or is some 
change imminent? It is hoped that your 
reply will reflect the views of your ‘busi- 
ness-getting’ people as well as your own.” 


Eighteen replies were received. In an- 
swer to the first question eight replied in 
the negative and four replied in the af- 
firmative. Some typical replies from ma- 
chinery and machine tool manufacturers 
who feel it is not practical to require sub- 
stantial down payments are shown in the 
following five cases: 


DowN PAYMENTS 


"It has never been the practice of our 
Company to require down payment with 
orders for equipment. This would not ap- 
pear to be practical except for a Company 
with a small working capital accepting a 
very large order.” 


“With regard to advance payments or 





CHARLES C. HULL is Assistant Secre- 
tary and Director of Education of the 
Controllers Institute of America. 


By Charles C. Hull 


substantial down payments from custom- 
ers who order machinery where an ex- 
tended period will elapse before delivery, 
as a general rule, it has not been practical 
for us to obtain such payments from our 
customers during the past few years. We 
have received advance payments in a few 
unusual cases, but, unfortunately, we have 
not been able to extend this practice to 
our normal sales contracts.” 


“It is not our practice to require a sub- 
stantial down payment from customers 
who order machinery with an extended 
delivery date, except in the case of foreign 
customers, and domestic customers who 
do not possess satisfactory credit. In these 
cases, we have in the past required 25 per 
cent advance payment against such orders.” 


"It has never been our policy to require 
a substantial down payment from custom- 
ers who order equipment where an ex- 
tended period will lapse before delivery. 
We doubt if such a policy is practical, 
particularly with respect to standard 
equipment. We do believe, however, that 
orders for special equipment requiring 
Special drawings and engineering should 
be billed on a progress basis, once a 
month. Progress billing is customary on 
construction jobs and we believe it should 
be adopted by the heavy machinery indus- 


tries.” 


“Tt is not our practice to require a sub- 
stantial down payment from customers 
who order machinery or equipment where 
an extended period will tt before de- 
livery. Possible exception is in the case of 
export shipments, where due to today’s ex- 
change conditions we occasionally require 
substantial down payments in advance of 
delivery to protect ourselves in case of ad- 
verse local restrictions regarding flow of 
dollars to the United States. It is also pos- 
sible that should future economic condi- 
tions in this country deteriorate and we 
are obliged to accept business from ques- 
tionable credit risks, we may take such 
steps as necessary to protect the collection 
of the accounts.” 


PAYMENTS ON SMALL VERSUS 
LARGE EQUIPMENT 


Some controllers feel, while it is not de- 
sirable to require down payments on 
small items, that it is both wise and neces- 
sary in the sale of larger equipment. For 
example: 


THE CONTROLLER.... 
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“In answer to the first question, we 
have found that it is not practical to ve- 
quire a down payment from our custom- 
ers, primarily distributors and dealers who 
order appliance or semi-appliance items, 
for resale, even though an extended pe- 
riod will elapse before shipment is made. 
On the other hand, in the sale of larger 
equipment, whether standard or special, 
we have found that a down payment can 
be and should be obtained. In most in- 
stances these installations are for the use 
of the purchaser and involve considerable 
engineering effort before the application 
can be made.” 


Some do insist upon substantial down 
payments, as two controllers from the 
Midwest suggest: 


“It is our practice to request a substan- 
tial down payment whenever orders for 
large pieces of equipment are received or 
when special features and specifications 
are ordered. In connection with standard 
equipment, where special features and 
Specifications are not involved and where 
the size of the order is not too large and 
the customer has a high financial rating, 
the payments are not requested.” 


"It is believed generally practical to re- 
quire a substantial down payment with or- 
ders for equipment where an extended pe- 
riod of time will elapse before delivery. 
Such would vary with the financial condi- 
tion of the purchases, the working capital 
position of the manufacturer or vendor 
and the pricing policy, as well as whether 
the equipment is standard or special. 


COMPANY'S COMPETITIVE POSITION 


A member in Pennsylvania however 
feels that proper weight should be given 
to the competitive position of a company 
in determining substantial down pay- 
ments. He writes: 


“The answer to that question depends, 
to a large extent, on how special is the 
equipment that you are going to build for 
your customer and what terms other com- 
panies with which you are competing 
would be willing to accept. Obviously, if 
competing companies that sell comparable 
equipment are willing to finance the con- 
tract without requiring an advance pay- 
ment or progress payments, you would 
not be in a very good position to demand 
more favorable terms. Ordinarily, it 
should not be necessary to demand ad- 
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vance payments from your customer be- 
cause, if you have firm orders, you should 
be in a position to finance the work 
through bank loans.” 


FOREIGN VERSUS DOMESTIC ORDERS 


One member from Chicago differenti- 
ates as between foreign and domestic 
business as follows: 

“We believe it 1s practical to require a 
substantial down payment from customers 
where specially engineered equipment is 
involved but it is impractical to do so on 
standard equipment. Of course, it is as- 
sumed that the requirement for a down 
payment does not involve credit consid- 
erations but rather is to protect the manu- 
facturer against possible cancellation of 
the order. Our company manufactures 
largely specially engineered equipment 
and there are instances where we require a 
down payment or progress payments or 
both. Our advance payments, however, 
are largely restricted to foreign orders 
where we are permitted to draw against 
letters of credit that have been established 
at the time the orders were taken. As to 
domestic business, we do not require ad- 
vance payments where the credit of the 
customer is unquestionable and where we 
are satisfied that proper cancellation 
charges would be collected in the event 
the order is cancelled.” 


The same line of demarcation is used 
by an Eastern manufacturer who states: 


“Under your first question, I would 
like to state that we do not require any 
down payment from domestic customers, 
even though the period of delivery might 
extend for a period of six months. How- 
ever, in connection with foreign sales, we 
do require a down payment for special 
equipment which is not standard, and 
which might not be used on another cus- 
tomer’s orders.” 


FIRM PRICES—-GENERALLY 


In answer to the second point raised in 
the questionnaire, eleven replied that it is 
not their general practice to use escalator 
clauses as illustrated in the following four 
cases: 


“With reference to the second ques- 
tion, we are guaranteeing a price for a pe- 
riod of six months. In view of the present 
situation in the machine tool industry, I 
do not think the above conditions will be 
changed in the near future.” 


‘In general, our appliance and semi- 
appliance items are sold at prices in effect 
at the time of delivery. In the case of 
heavy equipment various escalator clauses 
have been tried from time to time, vary- 
ing from a protected price for a specified 


period of time, to prices in effect at the 
iime the major items of equipment were 
supplied. At the present time we quote 
firm prices on heavy equipment which is 
scheduled for shipment within twelve 
months, with longer deliveries priced at 
the level in effect at the time shipment 1s 
made. We anticipate no change in this 
pricing policy in the immediate future. 
We should much prefer to anticipate cost 
changes in revised selling prices rather 
than resort to an escalation procedure, 
since a firm price does not meet with the 
sales resistance that we encounter from 
the indefinite amount which results from 
the use of an escalator clause.” 


“We have never used escalator clauses. 
We have, at the time of quotation, been 
able to predict delivery dates, and have 
indicated what the maximum price would 
be at the time of delivery. We have also 
given customers an opportunity to cancel 
their orders at regular intervals, usually 
three months before anticipated shipping 
dates.” 


“At the present time our general prac- 
tice is to quote prices in effect at time of 
delivery. On one of our custom lines of 
products we do quote prices with an esca- 
lator clause. We note, by the way, that 
most of our large suppliers also quote us 
on a ‘price at time of delivery basis,’ 
which leaves us little or no alternative, 
but to pass the price increase along in this 
same manner. To say how long such prac- 
tice will continue is most difficult and un- 
doubtedly will be tied in with the general 
economic conditions of the country.” 


An Eastern manufacturer of engines 
and compressors currently is quoting firm 
prices on all its manufactured products 
regardless of delivery dates. Some of its 
sales contracts are scheduled for delivery 
more than a year after entry. Nevertheless 
it is this company’s practice to enter firm 
prices into these contracts. However their 
contracts do provide “for escalation on 
any major items manufactured by other 
companies to the extent of their price in- 
creases between date of order and date of 
shipment. 


“This practice has been in effect for ap- 
proximately 15 months. Prior to that 
time, we did use an escalator clause pro- 
viding for either 10 per cent. or 15 per 
cent limit on escalation. We do not be- 
lieve that there will be any change in our 
pricing policy in the near future. We re- 
alize that our present practice represents 
a veal risk to us, but at the present time, 
we feel that good customer relations re- 
quire that we continue our present prac- 
tice.” 


However, some members still write 
business on an escalator basis as indi- 
cated in the two cases below: 
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“Tt is felt that price protection is still a 
vital problem in view of the unstable con- 
ditions and the threat of further wage in- 
creases. Our practice is to quote prices on 
an escalator basis, and we quote our 
clauses therewith as follows: 


PRICE ADJUSTMENTS 


‘Large Machine The price specified 
herein is to be adjusted, as of the actual 
date of initial shipment, in direct pro por- 
tion to any increase or decrease between 
the cost on which it was basek and the cost 
used in setting the then current price of 
identical machinery—all as certified by 
our Comptroller or Treasurer; but the ad- 
justed price shall not exceed the price at 
which we are then offering like machinery 
to others. Furthermore, if such date is 
within nine months after your acceptance 
hereof, the price specified herein shall 
ap ply. 

‘Small Machine The price specified 
herein is to be changed to the price for 
identical machinery based on our printed 
price list current on actual date of ship- 
ment, unless such date is within four 
months after your acceptance hereof, in 
which event the price specified herein 
shall apply. 

‘Special Machine A special agreement 
is made for each contract, quoting pres- 
ent price subject to escalation. Escalation 
is tied to a price index such as the US. 
Dept. of Labor, and may increase or de- 
crease. Firm price is not guaranteed for 
any period. 

‘Parts for Repairs to Machine Rrght is 
reserved to invoice and require payment at 
price in effect on date of shipment.” 


“With respect to our price protection 
policy on equipment sold to jobbers, we 
have an open Escalator Clause without 
limit. However, in event that we increase 
our prices, and our jobbers had firm or- 
ders for the equipment, we would allow 
them price protection.” 


Some feel that the question with re- 
spect .to price protection cannot be an- 
swered positively one way or the other. 
Apparently the terms which competitors 
are willing to accept largely determine 
what can be required of customers. A 
manufacturer of power equipment goes on 
to state: 


“If your competitors are willing to op- 
erate with no price protection, then you 
are not in a very good position to demand 
more favorable terms. On long term de- 
liveries, it obviously is essential that price 
protection clauses be included in the con- 
tracts because of the uncertainties of the 
future. Most manufacturers of machinery 
today refuse to accept contracts without 
protection against increases in wage rates 
and material prices. Consequently, com- 
parable price protection can be obtained 
by all competing companies. 


“Inasmuch as we compete in a variety 
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of industries, we have no set policy that 
applies to all types of business. Some of 
our products are being sold on a fixed 
price basis. Other products are sold on a 
basis of price in effect at time of delivery. 
In some instances, we accept contracts 
where escalation is determined based on 


published indices of the Bureau of Labor. 


One reply pointed out that after price 
control was discontinued and prior to 
April 1947, all orders accepted either 
contained an escalator clause or were sold 
at prices in effect at the time of shipment. 
Since April of 1947 however this manu- 
facturer has ben quoting firm prices pro- 
viding delivery is accepted within twelve 
months from the date of quotation. They 
are not exactly happy with this firm price 
atrangement, but competition has made it 
necessary. 

With a general tendency toward price 
stabilization one controller indicated: “J 
would seem more in conformance with 
current business trends to remove rather 
than introduce escalation from the pricing 
policy.” 

However in pricing their products they 
have tried to anticipate, “price trends in 
material and labor and have been able to 
operate with some success. Our industry 
group, however, has felt that because of 
the special engineering involved in our 
product and because of quotations against 
long delivery dates, a general practice 
within our field should be-established for 
uniform acceptance of the escalator clause. 
In view of this strong feeling within our 
industry group, we are incorporating in 
our current quotations a protective escala- 
tor clause. It is our hope, of course, that 
it will not be necessary for us to invoke 
this clause in actually billing our product. 





Community Relations Are 
Concern of Management 


Community relations programs for 
1948 will generally follow last year’s 
pattern; but top management is taking “a 
more active part in the programs, and 
practices which experience has shown to 
be most successful are being amplified,” 
according to the monthly survey of busi- 
ness practices conducted by the National 
Industrial Conference Board. 

Major changes in programs are re- 
ported by only about 10 per cent. of the 
cooperating companies. A few companies, 
because of their location in very large 
cities and the small proportion their em- 
ployees represent of the total community, 
see “little to be gained’ by active com- 
munity relations programs. For other 
companies, the programs range from 
those which are broad in scope and de- 
fined in detail to those which are carried 
on rather informally by management. 





Business Cash 
(Continued from page 286) 





with the present level of industrial 
activity is actually to beg the question. 
The present level of industrial activity, 
in fact, is dependent upon the rate of 
new investment, is an expression of its 
magnitude. 


Is EXPANSION DESIRABLE ? 


Therefore, we should be more con- 
cerned with the extent of the ultimate 
market for the output from these new 
facilities than with whether or not cur- 
rent business conditions would seem to 
warrant so large a rate of capital crea- 
tion. Boiled down to ordinary business 
terms, this simply means that the time 
has come for us to question seriously 
whether, at this moment, further expan- 
sion of plant is at all desirable in most 
segments of the economy. 

Let it be borne in mind that the 
longer we persist in building new plant 
and facilities the weaker must grow the 
cash asset position of our corporations. 
Alternatively, the further must the 
banking system stretch its credit facili- 
ties to accommodate itself to our desires 
even though its own earning assets are 
now shrinking. Moreover, the longer 
we persist in our present rate of plant 
expansion, the longer must the inflation 
in the prices of basic industrial products 
and raw materials continue. For it 
should be obvious that each new crea- 
tion of plant and equipment, during the 
period of its creation, increases, through 
wage payments and profits enjoyed by 
main suppliers, the demand for all types 
of other goods throughout the entire 
economy without creating consumer 
goods equivalent to the new purchasing 
power. As a result, a long continued 
jperiod of capital construction has in- 
variably been accompanied by a gross 
heightening of the general price level. 

This brings us to one of the main 
paradoxes of the present situation. Far 
too many of us are pointing at the level 
of prices, and the distortion of profits 
which flows from it, as the main justi- 
fication for continuing to expand plant 
at the present rate. It is frequently 
stated that, with prices anywhere near 
their present level, much of the invest- 
ment currently going into new plant 
and equipment could be recaptured as 
profits, even after taxes, over the next 
three to five years. The fallacy lies in 
the fact that the price level is in part 
determined by the extent of our capital 
goods activities. Should this slow up— 
as at some point it must—prices not 
only will sag but will perform their 
sagging during a period of intensified 
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competition which might easily aggra- 
vate the pace of the price decline. 

Now let us make some comparisons 
between the pertinent historical back. 
grounds of the present period and of 
that of the last two great depressions, 

The most significant fact is that in- 
come tax was introduced only in 1913, 
and that, by 1920, it had not yet exer- 
cised it deleterious effects upon the fi- 
nancial structure of our businesses. Not 
even by 1929 had the machinery of State 
grown so enlarged that the State, as a 
concrete reality not as a concept, could 
be preserved only at the cost of corpo- 
rate liquidity. The contrary, in fact, was 
the case. From 1922 to 1930 there was 
a continuous reduction in the amount 
of Federal debt. Corporations were able 
to accumulate liquid assets and entered 
the depression so soundly financed that 
dividend payments continued through- 
out most of the depression years, making 
an important contribution to the mainte- 
nance of purchasing power. 

All of us are unhappily aware that 
the historical background of the present 
period is very different indeed. The pro- 
portion of corporate earnings going to 
the servicing of Federal debt and to 
meeting the budget requirements of our 
federal government is now enormous— 
and threatens to increase. 

Such being the case, however, the 
well-conducted corporation must cut its 
cloth accordingly. It cannot conduct its 
plant expansion programs as though the 
federal government next year were not 
going to take a huge slice of its income. 
This is not 1928. The nation cannot 
have both new plant and enormous fed- 
eral expenditures. The people must take 
their choice as to which they want. But 
the corporation has no choice—al- 
though most of our companies have 
been acting as though that choice 
existed. 


SOCIAL ENVIRONMENT 


Now it may be a revolutionary doc- 
trine that a corporation ought to take 
stock of its social environment before 
embarking upon expansion of plant. If 
it is, it is very sound doctrine indeed. 
For if the consequence of transforming 
liquid assets into fixed assets in the face 
of the added drain of cash in the form 
of an abnormally high tax rate upon 
corporate earnings is to jeopardize the 
ability of the average corporation to 
continue dividend payments during po- 
tential periods of slack trade, then man- 
agement is failing in its duty toward 
stockholders. 

There is a possible offset to this. En- 
larged plant increases at least the mort- 
gage value of the average corporation 
and therefore its ability to raise loans. 
But several factors modify this offset. 
Since 1940, the existence of very large 
funds in the hands of banks and insur- 
ance companies has enabled a great 
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many of our industrial corporations to 
negotiate serial loans. While these evi- 
dences of indebtedness do not contain 
the implicit dangers of a demand po- 
sition, they render it difficult, and in 
many cases impossible, for corporations 
to make further loans in times of crisis. 
This situation is much more widespread 
than the average investor or business 
man yet realizes. 

One example will suffice to show 
how corporations with such serial loans 
already outstanding could probably not 
raise further loan money should they re- 
quire it. The company is engaged in part 
in the production of agricultural equip- 
ment. It has negotiated revolving credit 
up to $25 million for the purpose of 
lant expansion. Already it has taken 
down $7 million of the credit and, it ap- 
pears, plans to use about $5,500,000 more. 

The loan agreement provides that the 
company shall maintain unconsolidated 
current assets in excess of unconsoli- 
dated current liabilities by the greater of 
$40 million or an amount equal to the 
then borrowings, plus the amount of 
outstanding debentures. It is also pro- 
vided that no liens or mortgages will be 
incurred upon the company’s assets or 
properties nor may the company incur 
or create any indebtedness for borrowed 
money other than under the loan agree- 
ment with the exception that the com- 
pany is permitted to incur indebtedness 
for customers’ advances or deposits re- 
ceived in the normal conduct of the 
company’s business and in connection 
with the acquisition of more property. 

I have said that this company is in part 
a producer of agricultural equipment. It 
is, as yet, too early to state that the recent 
break in the price of grains is, in this 
phase of our economy, irreversible. But 
if there should be no important re- 
covery in grain prices, then it seems 
probable that much of the demand for 
the company’s products already has 
gone. Because of this, it is open to seri- 
ous question whether the company’s 
plant expansion program might prove 
wholly warranted. In any event, its in- 
ventory values are already the subject of 
some doubt. 

Should a 25 per cent. decline occur 
in the value of the company’s inven- 
tories, the company would be involved 
not only in an operating loss running 
into the millions, but would be unable, 
under the terms of its loan agreement, 
to make further dividend payments. 
Should it suffer operating losses in two 
successive years in addition to a 25 per 
cent decline in inventory values, it 


would find itself in a critical financial 
position. It might, in fact, be pretty 
close to bankruptcy. It could not bor- 
tow even short term money to help it 
over the hurdle unless the holders of 
its serial notes relax their loan condi- 
tions. 





From what I have said to you it 
ought to be clear by now that serious 
weaknesses are developing within our 
corporate finances. It is perhaps already 
too late for the major errors to be cor- 
rected. Perhaps the damage has already 
been done. If not, then, in my opinion, 
it is time for every corporation in the 
land to consider seriously cessation of 
further inventory accumulation, post- 
ponement of plans for further plant ex- 
pansion and in general to begin putting 
itself in a more liquid position. 

I know that this may involve turning 
down some orders and even, perhaps, 
relinquishing some ground to competi- 
tors. Be that as it may, a company has 
no right to endanger either the divi- 
dend prospects of its stockholders or its 
own internal security by pursuing 
policies which syphon off corporate cash 
whilst inventories mount and plant ac- 
count increases. 

I am even aware that a move towards 
liquidity is itself a deflationary impulse. 
All the consequences, grave as they may 
be, which flow from that, I am prepared 
to face. Our corporations in general 
should be prepared to face them. Hav- 








ing permitted illiquidity to reach its 
present stage they ought, at once, to 
begin to introduce whatever corrective 
measures are possible. 

Perhaps more important, every man 
in the world of business should recog- 
nize that policies such as we have all 
pursued over the past few years need 
not have been followed had a sounder 
science of corporate economics been 
known to all of us. In the very forefront 
of our thinking must, in future periods, 
operate a sense of proportion as to the 
relative distribution of our corporate as- 
sets. Liquidity must not be permitted to 
become a fetish, but neither must, in 
plant expansion terms, “outdoing the 
Jones” become the dominant motive of 
our business life. 

The nation is dependent upon our 
judgment to an extent which we can- 
not possibly appreciate. If we permit 
that judgment to be faulty, if we per- 
mit dangerous trends to go unchecked, 
the consequences will be disastrous not 
only to our corporations but to our na- 
tion as a whole. 

At all costs, no matter what else we 
do, we must stop riding the trade cycle. 


“Lifo” Questioned for Property Depreciation 


Applying the lifo or last-in-first-out in- 
ventory pricing principle to depreciation 
of property and equipment ‘would only 
obscure the nature of reported income for 
investors and creditors by the addition of 
unnecessary guesswork,” Edward B. Wil- 
cox of Chicago, immediate past president 
of the American Institute of Accountants, 
said in an article in the February, 1948, 
issue of The Journal of Accountancy. 

Discussing current proposals that the 
life principle be used to calculate depre- 
ciation charges so that they would reflect 
present inflated costs, Mr. Wilcox warns 
that the “train of consequence following 
from lifo’ should be halted. Instead of 
using lifo to bring current costs into 
financial statements, he suggests that 
what is needed is “‘a convention that the 
nature and sources of income” should al- 
ways be set forth in income reports. 

He points out the inconsistencies 
among different companies using lifo for 
inventories, and says: 

“It might be argued that consistency 
should be sought by standardizing on 
lifo, but that would not solve the great 
problems which it has created. On the 
contrary, it would serve only to extend 
the effect of an inherent fault of lifo that 
it does not result in understandable com- 
parisons of income between years, against 
the backdrop of well known economic 
conditions of those years. When prices 
drop, and there are known inventory 
losses, an income statement which does 
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not reflect them may be much more mis- 
leading than one that does.” 

There are “even greater difficulties,” 
Mr. Wilcox states, in attempting to apply 
the lifo current-cost level idea to depre- 
ciation than in applying it to inventories. 
One argument which he gives against 
such a move is that “years of confusion” 
would follow abandonment of the basic 
postulate that accounting is based on cost 
in favor of an attempt to base income de- 
termination entirely on hypothetical costs 
believed to be contemporary with rev- 
enues. 

Examining the “not sufficiently com- 
pelling’”’ objectives of proposals for 
adapting lifo to fixed assets by charging 
depreciation on replacement values, Mr. 
Wilcox says: 


“In the first place there is no know!- 
edge of the price levels at which replace- 
ments will some day be made. In the sec- 
ond place a reserve does not create funds. 
Replacement is a financial problem in the 
field of managerial responsibility, and has 
no significance in financial statements. 

“Even dividend policies designed to 
conserve funds for replacement purposes 
do not alter actual financial condition, 
and the introduction into the income ac- 
count of charges designed to provide for 
replacement of properties would only ob- 
scure the nature of reported income for 
investors and creditors by the addition of 
unnecessary guesswork.” 
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Scanning the Conttollership Scene 





Wholesalers’ Bad Debt Losses Rising 

Bad debt losses of wholesalers increased by 76 per cent 
from 1946 to 1947 according to a survey by the Bureau of 
the Census, Department of Commerce, in cooperation with 
the National Association of Credit Men. However, al- 
though the increase was great, bad debt losses in 1947 did 
not by any means reach prewar levels. In 1947 losses were 
7 cents per $100 of credit sales, whereas in 1937 and 1938 
the loss rate was 35 cents and 37 cents per $100 of credit 
sales, respectively. 

The larger firms absorbed less of the losses than the 
small businesses. Companies doing $5 million or more busi- 
ness lost an average of 5 cents per $100, whereas the figure 
rose to 15 cents for those doing $500,000 or less. However, 
the larger firms showed a higher rate of increase in losses 
than did the small firms. 


Trends in Annual Reports 

Analyzing annual corporate reports of 100 listed companies 
over a 10-year period, the Franklin Printing Company of 
Philadelphia reports that, using 1936, 1940 and 1946 as basic 
years, only two per cent of the companies issued comprehen- 
sive reports in 1936. Ten years later, the number had gone to 
33 per cent. As to extra-color printing, only 20 per cent used 
it in 1936 as compared with 72 per cent in 1946. And the 
paper area of the average report increased by more than three 
pages over the 10-year period. 


Hotels’ “Seller’s Market” Is Over 

The seller’s market enjoyed by the hotel industry for 
seven years has ended, according to John F. Kinerk, Busi- 
ness Promotion Director of the American Hotel Associa- 
tion. He told the recent convention of the New Jersey State 
Hotel Association that weekend business had declined an 
average of 30 per cent from last year. In New York, he 
added, the decline had been 40 per cent; meanwhile, op- 
erating costs have risen, and hotel owners must seek new 
trade to make a profit. 


Computing Interest on Savings Deposits 


Although there are more than a hundred different meth- 
ods of computing interest on savings accounts, one of seven 
methods is in use by more than 86 per cent. of the nation’s 
banks. A recent survey by the American Bankers Associa- 
tion, examining methods of procedures for computing in- 
terest on savings deposits, reveals that most of them penal- 
ize the over-active or “in and out’’ saver to the advantage of 
the real saver. These methods reduce to a minimum the 
number of accounts on which a bank takes a loss. 
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When the Farmer Buys a Car 

When a Minnesota automobile finance company recently 
noted that more new, rather than old, cars were being 
bought by farmers—with payment in full in cash—it inves- 
tigated and developed significant comparations. For ex- 
am ple: 

The 1948 model of the car that, in 1940, sold for $950, 
now carries a price tag of $1,600, but in non-dollar terms, 
according to the Bulletin of the Automobile Manufacturers 
Association, here is what the two cars cost: 


"40 Car °48 Car 
Hogs (275#) 64 21 
Steers (1,000f) 12, 8l, 
Lambs (9o0#) 130 88 
Milk (100f) 522 343 
Eggs (crates) 176 96 
Wheat (bushels) — 1,393 602 
Corn (bushels) 1,537 717 
Oats (bushels) 3,135 1,468 
Hay (tons) 126 95 
Cotton (bales) 19 IO 


ERP to Cushion Readjustment 

The European Recovery Program now in effect will have 
little inflationary influence on the domestic price level in this 
country, according to Professor Raymond Rodgers, of New 
York University. Business men, he cautioned, are relying too 
heavily on the program in estimating the nation’s future eco- 
nomic situation. He pointed out that the anticipated expendi- 
tures of approximately $5 billion were “relatively insignifi- 
cant” when compared with the $230 billion gross national 
product. 

“Even with the ERP shipments,” he said, “exports will be 
less this year than in 1947. What we have in the ERP is a 
cushion for the business readjustment that is in the making— 
not the engine for another inflation spiral.” 


Words to the Wise 

Declares Vergil D. Reed, Associate Director of Research 
of the J. Walter Thompson Advertising Agency, New 
York: 

“As is true in many young professions—and unfortunately 
in some old ones, too—their practitioners try to impress and 
overawe prospects and clients, and mayhap even the general 
public, by brandishing their shiny tools, their weighty defi 
nitions, their statistical jargon and their profound tech- 
niques—all in overpowering profusion.” 


There’s a moral in those lines for at least some members 
(and graduates) of the accounting profession. 


—PAUL HAASE 
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With the theme, Controllership in the 
Present Outlook, the 1948 Pacific Coast 
Conference of Controllers is scheduled to 
open in the Olympic Hotel, Seattle, 
Wash., on June 11. Technical sessions 
will conclude with the conference banquet 
on Saturday, June 12, at which Roderic 
Olzendam, President, Roderic Olzendam 
and Associates, Tacoma, Wash., will be 
guest speaker. 

The conference is sponsored by the 
Seattle Control of the Controllers Institute 
of America with the cooperation of the 
Los Angeles, Portland and San Francisco 
Controls of The Institute. 

The agenda of the conference includes 
a reception on Friday, June 11, in the 
Olympic Hotel. This will provide an op- 
portunity for Institute members, and 
others attending the conference, to meet 
national officers and directors of the Con- 
trollers Institute, who are presently sched- 
uled to hold the regular meeting of the 
Institute's Board of Directors earlier that 
day. The reception will be followed by 
dinner and other diversions. 

Two speakers are scheduled for the 
Saturday morning session, which will be 
under the chairmanship of The Institute’s 
Regional Vice-President, William Herbert 
Carr, Treasurer, California Packing Cor- 
poration, San Francisco. The opening pres- 
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R. P. Steen 


General Chairman 





“ — W.H. Carr 


Morning Chairman 





J. H. Clawson 


Program Chairman 





E. E. Balling, Jr. 


Afternoon Speaker 


Controllership’s Present Outlook To Be Pacific 


Conference Theme, June 11-12 


entation at the morning session will be 
by Walter Mitchell, Jr., Managing Direc- 
tor of the Controllers Institute of America, 
whose subject will be “A Résumé of the 
Current Activities and Projects of the 
Controllers Institute.” 





Because the dates for the Mid- 
western Controllers Conference in 
St. Paul, on May 16-17, coincided 
with the deadlines for the current 
issue of THE CONTROLLER, the re- 
port of that conference will be pub- 
lished in THE CONTROLLER for 


July. 











“An Engineer’s Appraisal of the Cur- 
rent Outlook,” which will be the second 
feature, will be discussed by F. T. Letch- 
field, Consulting Engineer and Assistant 
Vice-President, Wells Fargo Bank & 
Union Trust Company of San Francisco. 

At the conference luncheon, which will 
be under the chairmanship of Gordon R. 
Bingham, Actuary, Northern Life Insur- 
ance Company, Seattle, and President of 
the Seattle Control, the speaker will be 
Christian E. Jarchow, Vice-President and 
Comptroller, International Harvester 


Grady 


Bullock 





Roderic Olzendam 
Banquet Speaker 





Gordon Bingham 


Luncheon Chairman 





Company, Chicago, and President of the 
Controllers Institute. 

During Saturday afternoon, two sub- 
jects will be presented by E. E. Balling, 
Jr., Controller, Marble Glass Company, 
Los Angeles, and a National Director of 
the Controllers Institute; and Dr. Paul 
W. Ellis, Associate Professor of Econom- 
ics, University of Oregon. Mr. Balling will 
discuss “Credit Problems During an In- 
flationary Boom.” 

Mr. Olzendam, who will address the 
conference banquet, has been associated 
with such enterprises as the Spanish River 
Pulp and Paper Mills, Ltd., which lead to 
his appointment as Industrial Relations 
Advisor for two years at the International 
Labor Office, in Geneva, Switzerland. 
Later, as Social Insurance Research Di- 
rector of the Metropolitan Life Insurance 
Company, New York, he was Secretary of 
a commission which visited 14 European 
countries to study their social insurance 
systems in operation. While Public Re- 
lations Director of Weyerhaeuser Timber 
Company, he was instrumental in organiz- 
ing the Keep Washington Green move- 
ment, of which he was State Chairman for 
five years and was one of the founders of 
the Tree Farm movement, both of which 
activities have now spread to some 19 
states. 
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Don’t be ambushed by inventories 








You can easily get scalped in the 
backwoods of your inventories un- 
less you know the terrain like the 
palm of your hand. 

There’s that dangerous passage 
between the time it takes to compile 
all your inventory facts and the time 
it takes to readjust schedules for 
your men, machines and materials. 
And if lowered volume lurks in lines 
where you least expect it, rising costs 
can tomahawk your profit margin 
without warning. 

McBee reliably helps you to pro- 
tect the essential continuity of your 
business by forestalling the surprise 


element in order cancellations. 

Keysort cards and machines 
make it possible for you to key your 
inventory to schedules... make cer- 
tain you have enough of the right 
materials at the right times... and 
are not overstocked with slow mov- 
ing items. 

Have the facts at your fingertips 
fast and fresh. All the facts about 
sales or cancellations, production or 
personnel, cost or control. 

McBee can show you how to do 
it easily, economically, quickly. 
There’s a McBee man near you. Ask 
him to drop in, or write us. 





— 


Annual Reports 
(Continued from page 296) 


———__ 





Would national labor union officials 
prefer a much more detailed report, per- 
haps broken down by individual plants, 
for that is the way they sometimes prefer 
to bargain? 


We do not believe from our prelimi- 
nary study of the findings that they think 
reports arte willfully distorted. We do 
think that many national labor union off- 
cials believe reports lack detail. They 
probably and naturally are most interested 
in facts useful to them in deciding when 
to ask for an increase for their members 
and to be able to support their claim that 
the company is in a position to pay. 

Are company annual reports useful to 
the sophisticated audience. of financial 
analysts, bankers and brokers, or do these 
experts merely use com pany reports as 
primers and subscribe to investment serv- 
ices and depend upon personal inquiries 
for their detailed information? 

“What Is Wanted in Company Annual 
Reports?” is bound to be dramatic and 
controversial. It has been a thorough and 
painstaking investigation, and the find- 
ings will be documented with over 300 
pages of supporting data. It is the hope of 
Controllership Foundation that this te- 
port will make crystal clear to controllers 
—the reporters of the facts of business— 
exactly what all the groups of the public 
for whom the annual report is written, 
want to find in it. 

The report could conceivably cause con- 
trollers and management to pause and ask 
themselves the question: 

Does the annual report perhaps play a 
lesser part than we thought in creating 
confidence in our business; or, knowing 
now what all the groups of the public 
want—and do not want—can we make 
the annual report do a better job? 

Although the findings of this investiga- 
tion will be widely distributed through- 
out all industry, this study was undertaken 
primarily as a service for the members of 
Controllers Institute. Controllership Foun- 
dation will await with much interest com- 
ments from Institute members following 
the publication of the report. 


Sense vs. Nonsense 


KEYSORT is easy to learn, easy 
to use, requires no specialized 
job training ...increases indi- 
vidual work output without 
increase of individual effort. (x2 


——, 
“| THE McBEE PANY 

ies cBEE COM 

Win i SOLE MANUFACTURERS OF KEYSORT— THE MARGINALLY PUNCHED CARD 
295 Madison Avenue, New York 17, N.Y. Offices in principal cities 


As compared with the common man in 
Europe, Russia, China, and in fact most 
of the world, the common man in Amer- 
ica, even the man on unemployment re- 
lief, is a bloated plutocrat. Therefore, to 
say that the way to stop Communism or 
Socialism is to improve our present sys- 
tem is not only naive; it is sheer non- 
sense. 
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Accountants Liability 
Insurance 


A revised Accountants Liability Policy, 
continuous in form, and incorporating 
legal fraud and predecessor protection, 
joint insured provisions and an optional 
discovery period of one or two years, 
with insurance to individual partners, if 
the Insured is a partnership but the in- 
dividual partner and not the partnership 
is sued, with respect to the rendering of 
partnership services coming within the 
scope of the Policy, has been announced 
by the American Surety Company and the 
New York Casualty Company. It may be 
written in most states effective January 1, 
1948. It is expected to be available in the 
few remaining states as soon as the neces- 
sary formalities in accordance with in- 
surance regulatory requirements have been 
completed. 

The schedule of rates remains un- 
changed except that the premium for legal 
fraud coverage has been included in the 
basic premium. A condition regarding the 
basis of premium computation has been 
deleted from the policy and made a part 
of the schedule of rates. Also, instead of 
a deposit premium subject to adjustment 
at the end of the year on the basis of 
monthly averages of the number of per- 
sons on the staff, the premium is now to 
be charged on the annual average number 
of the staff for the previous year and will 
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not be subject to adjustment at the end of 
the premium year. This class of insurance 
is written on an annual basis. No ex. 
perience discounts are allowed. 

Briefly, the principal agreements of the 
revised Policy read: 


I. Insuring Agreement 


TO INSURE the Insured against direct 
pecuniary loss and expense arising from any 
claim made against the Insured during the 
Policy Period by reason of legal liability for 
damages caused or alleged to have been 
caused by the Insured or by any partner 
officer or employee of the Insured in the per. 
formance of services rendered for others in 
his professional capacity as accountant 

(a) through neglect, error or omission; 

(b) through dishonesty, misrepresentation 

or fraud, except if made or committed 
by the Insured or any partner or offi- 
cer thereof with affirmative dishonesty 
or actual intent to deceive or defraud, 


II. Defense 
TO DEFEND in behalf of the Insured 


any suit, even if such suit is groundless, 
against the Insured alleging 
(a) such neglect, error or omission; 
(b) such dishonesty, misrepresentation or 
fraud. 


III. Predecessors 


TO EXTEND Agreements I and II to 
apply to such claims or suits arising from 
acts of predecesssors in business or of any 
partner, officer or employee thereof, with the 
Exclusions and Conditions hereafter being 
deemed to be amended where applicable ac- 
cordingly. 


IV. Partners 


If the Insured is a partnership, the word 
“Insured” shall be deemed to include in- 
dividual partners with respect to the render- 
ing of partnership services as outlined in 
Insuring Agreement I. 


The following exclusions apply: 
This Policy does not insure against 


(a) Loss and expense due to libel or 
slander by the Insured or by any part- 
ner, officer or employee of the Insured. 
Liability under the national “Securities 
Act of 1933” and amendments thereof, 
nor against loss and expense in con- 
nection with claims of liability as- 
serted against the Insured under the 
said Act or amendments. 

(c) Liability on account of any claim or 
suit covered or recoverable in whole 
or in part under prior insurance. _ 
Loss and expense due to loss of time 
incurred by the Insured or any partner, 
officer or employee of the Insured in 
respect to any claim or suit hereunder. 


(b 


ww 


(d 


ww 


For an additional premium, it is pos- 
sible to delete the Securites Act exclusion, 
to have the Policy apply as respects other 
accounting organizations acting as agents 
to do certain accounting, auditing and/or 
tax determination work, or to extend the 
discovery period from 15 days to one of 
two years. 


Taxes Up 1,000% 


The $11 billion in corporation taxes 
paid to the Federal government in 1946 
was ten times the tax bill paid by corpora- 
tions to the Treasury in 1939, the last pre- 
vious peacetime year. 
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LA things have gone much smoother since 


A record-systems survey by a Diebold 
Man results in profitable work simpli- 
fication—time and space saved—a more 
efficient organization. In Annie’s case it 
happened to be a matter of waste move- 
ments—and the Diebold Man recom- 
mended Cardineer rotary card file. Work 
actions in Annie’s posting operation were 
reduced from 12 to 7. Annie’s work was 
easier, she was more accurate, she posted 
more accounts in a day. 


icbold S oon 


MICROFILM * ROTARY, VERTICAL AND VISIBLE FILING EQUIPMENT +» SAFES, CHESTS AND VAULT DOORS » BANK VAULT EQUIPMENT + BURGLAR ALARMS 





/ 


How about your record-handling? Why 
not have a Diebold Systems Man survey 
it at no cost to you. Diebold makes all four 
types of record equipment, so the Diebold 
Man’s recommendation is unbiased. He 
is a specialist in properly fitting equip- 
ment facilities to job requirements. Look 
up Diebold in your phone book or write 

Diebold, Incorporated, 1567 Fifth St., 


S. W., Canton 2, Ohio. 

















DIEBOLD CARDINEER 


modern rotary card file... elimi- 
nates waste motions . . . speeds 
additions and removals... 
reduces overall costs... increases 
production with greater operator 
comfort. As many as 5500 
records per unit. 
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VERTICAL VISIBLE MICROFILM 
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Mental Hazards elzminated 





: with a FRIDEN 


MISTAKES cause business headaches. FRIDEN Fully Automatic 
Calculators eliminate costly errors. You can produce accurate answers 
to thousands of varied calculations without having to remember 

to clear the Dials or the Keyboards. Measure the value of Automatic 
Clearance and other exclusive features through a demonstration on your 
own work by your local Friden Representative. You'll learn how 

errors are eliminated. Now you can obtain Immediate Delivery of 


the model at the price to fit your every requirement. 





Friden Mechanical and Instruc- 
tional Service is available in 
approximately 250 Company 
Controlled Sales Agencies 
throughout the United 
States and Canada. 


FRIDEN CALCULATING MACHINE CoO., INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIF., U. S. A. e SALES AND SERVICE THROUGHOUT THE WORLD 
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Explaining Operations of Free 
Enterprise To Employees 


Programs for explaining the workings 
of free enterprise to employees are cur- 
rently being undertaken by approximately 
two thirds of the companies whose k 
executives were surveyed by the National 
Industrial Conference Board on the preva- 
lence of such programs. The educational 
effort in more than half of these com- 
panies consists primarily of ‘‘demonstra- 
tion rather than word pictures.”’ Most of 
the replies reveal the strong conviction 
that the workers’ evaluation of free enter- 
prise must be based “not so much on 
what he is told as on his day-to-day ex- 
perience within a capitalistic society.” 

At the one extreme, the survey found, 
executives are zealous to assign to manage- 
ment the responsibility for explaining 
free enterprise to employees. At the other 
end of the scale are those who appear to 
view with considerable alarm the possibil- 
ity that management efforts to ‘‘sell free 
enterprise” via the printed word or 
through canned shot-in-the-arm programs 
may backfire as propaganda. 

The companies which refer to their 
attempts over a long period of years to 
improve human relations appear to be 
“reasonably assured’ that these indirect 
efforts to provide their employees with a 
clear concept of free enterprise are prov- 
ing effective. Executives who do not refer 
in their replies to this attempt to sell by 
demonstration generally appear hesitant 
to evaluate the results of their efforts. 

“Free Enterprise Programs” devised 
and publicized by some employers’ and 
manufacturers’ associations are the object 
of special criticism by some of the co- 
operators who characterize them as “pro- 
ducing more harm than good.” 

Few of the executives have attempted to 
define free enterprise for employees. 
Some suggest that the term is either ‘too 
vague to define” or is “so complex that 
there is danger of disagreement’’ over de- 
tails even though general agreement exists. 

In practically all the replies falling 
into this category, the underlying theme 
seems to be that the perpetuation and 
growth of free enterprise hinge primarily 
on the degree to which mutual under- 
standing between worker and employer is 
achieved. In the majority of cases, per- 
sonal contact between the employee and 
his supervisor appears to be the avenue 
most relied upon to attain that under- 
standing. A high percentage of these 
executives also mention additional and 
supplementary means of communication 
that have met with varying degrees of suc- 
cess, such as employee newspapers and 
magazines, posters, annual reports and 
letters from the company’s chief executive. 
Several replies indicate the belief that local 
union leaders are “both eager and well 
equipped” to cooperate with the company 
in these educational activities. 
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Miss A. had been a cashier in a New York department 
store for 20 years. She was quiet and well liked — not the kind 
of person you would expect to “borrow” from cash receipts 
and cover up by altering the records. But she did, and when 
no one found out right away, she ‘‘borrowed”’ some more. 
Three years later, when she was caught by the public account- 
ants, she “‘owed” $2700. 

This is not an exceptional story. Half a billion dollars is 
lost to American business every year through the dishonesty 
of employees. Yet most of these losses can be prevented . . 
and trusted employees protected from the temptation to steal. 

For buyers of Fidelity and Crime coverages, Liberty Mutual 
has developed a special plan. An Accounting Survey will help 
you plug up loopholes and prevent losses without disrupting 
your present accounting procedures. A staff of experts, espe- 
cially trained in this field, will work to keep you safe from 
losses and your employees safe from the temptation to steal. 
This plan has helped to reduce insurance costs for leading 


department stores from coast to coast. 


WHICH ONE STOLE THE $2700? 





A booklet, ‘Loopholes and Losses,’”’ has been prepared for 
responsible businessmen. However, it must be personally 
delivered to you, since we cannot afford to have it fall into 
improper hands. Just telephone or write for your copy today. 










| LIBERTY 


INSURANCE COMPANY 


HOME OFFICE: BOSTON 


Smoothing the flow of merchandising 


nie 
* We work to keep you safe * 











Good Old Depreciation 


By W. I. McNeill 


The observations which follow are re- 
printed from the January 1948 issue of 
Chemical Engineering, published by Mc- 
Graw-Hill Publishing Co., Inc., New 
York. Mr. McNeill, the author, is a mem- 
ber of the Controllers Institute of America 
and 1s currently serving as a Director of 
the New York City Control of The Insti- 
tute. 

The chemical industry is particularly alert 
to discussions in current publications over 
what to do accounting-wise about replace- 
ment of buildings, machinery and equip- 
ment at very materially increased costs. 
The reason for concern by members of the 
industry is the very significant part that 
the rate of depreciation of buildings, ma- 
chinery and equipment plays in the total 
cost of many chemicals. 

Looking back to 1939 and prior years, 
it is safe to say that building costs on an 
average are more than double what they 
were at that time. While individual items 
of equipment may cost more than twice 
what they did in 1939, it is perhaps safe 
to say that chemical equipment on an 
average may have increased 50 to 80 per 
cent. The exact increase is not important 
to the point of this article. It is enough to 
indicate that a material increase has taken 

lace. 

Cost of buildings, machinery and equip- 
ment finds its way into product costs 
through what I have chosen to call ‘good 
old depreciation.” This article does not 
discuss the relative merits of such meth- 
ods of depreciation as straight-line or de- 
clining-balance. For simplicity, however, 
the straight-line method will be used for 
discussion purposes. 

The problem facing the chemical in- 
dustry may be illustrated by a simple ex- 
ample. Assume that a given piece of ma- 
chinery cost $100 in 1939. Its useful life 
was estimated to be ten years. It will, 
therefore, presumably be worn out by 
. 1949 and need to be replaced. For the 
purpose of discussion, assume that it will 
cost $200 to replace this machine. 

Under the straight-line method of de- 
preciation, the $10 per year will be 
charged to manufacturing costs. By 1949 
there will have been accumulated a re- 
serve of $100 to be used for replacing the 
piece of equipment which will then cost 
$200. 

Chemical and other industrial concerns 
are asking themselves: What accounting 
technique best expresses the facts of the 
problem, and what will insure having 
enough funds to pay $200 for the piece of 
equipment in question in 1949? 


Se CONTHOLIER........... 





200 
180 
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Depreciation in dollars 


Yeors of life 


ACB shows accumulated depreciation 

based on reserving $10 each year of use- 

ful life. ACD shows effect of accelerated 

depreciation at the end of the sixth year 

to a rate of $35 to provide for a replace- 
ment cost of $200 


Some think depreciation should be ac- 
celerated and current profits charged so 
that there will be reserves of as near to 
$200 as possible by 1949. (See graph.) 
Others think depreciation should be con- 
tinued for the case in question at $10 per 
year and the management, in planning for 
the future, should estimate future needs 
for cash for replacement of equipment— 
along with all other needs—and, if neces- 
sary, appropriate a certain amount of sur- 
plus of earnings to cover the added cash 
requirements. This latter method is more 
realistic. 

Consideration of this problem cannot 
proceed without reviewing one’s basic 
philosophy of accounting. Is not the role 
of accounting in any business to show the 
historical facts for any period as they ac- 
tually exist or happen? It is one thing to 
show the facts of a business as they hap- 
pen, and quite another to interpret those 
facts in the light of any problem to be 
faced in the future. One of the basic rules 
of mathematics is always to keep the basis 
in which the problem is expressed the 
same throughout the calculation. If one 
adopts the accounting philosophy of 
showing the facts as they exist, how can 
one mix future or anticipated costs with 
current earnings and keep the mathemati- 
cal basis the same ? Accounting should not 
be made a tool for expediency or gam- 
bling with future possibilities insofar as 
expressing Current earnings are concerned. 

Stockholders who invest their money in 
a business are entitled to see earnings re- 
corded on as factual a basis as possible. If 
current earnings are high because the as- 
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sets of a business were purchased at a 
time when costs were low, then let the 
facts be recorded as they exist. If an in. 
terpretation of the facts indicates that 
some of the earnings should be set aside, 
or appropriated from surplus, for in. 
creased costs of assets of any kind to be 
acquired in the future, then conservative 
judgment will so dictate. 

Some of the harmful effects of a policy 
of adopting a changing or a mixed basis 
for accounting are: 


1. When more than one basis is used 
for any given problem, you never know 
what your figures really represent. 

2. Unrealistic depreciation gives in- 
vestors an incorrect picture of the his- 
torical earning power of the company. 

3. Annual depreciation, which is 
greater than that necessary to build the 
full cost reserve within the actual useful 
life of property, results in fully depre- 
ciated property long before its useful 
life is ended. This is not realistic for 
cost purposes. Also, if, in 1949, you 
only have to pay $175, you are over- 
reserved. (See graph.) 

4. Manipulation of the facts of a 
business for the purpose of expediency 
may not always produce beneficial re- 
sults. For instance, if, in the prewar 
years, a concern took as much deprecia- 
tion as it could for tax purposes (let 
me say, 10 per cent) when the actual 
rate was nearer 5 per cent, it found it- 
self with fully depreciated assets in 
high-tax years. 


More intelligent judgment can be made 
on the financial needs of any business by 
having a true accounting record of depre- 
ciation than by showing current earnings 
on a distorted basis. Financing needs of a 
business can never be changed by book- 
keeping methods, hence, if a company 
presents its historical facts on a constant 
basis which everyone understands, then 
possibility for proper interpretation of the 
facts in terms of future needs is much 
more certain. 


Labor-Management Relations 


Discussed at Conference 


New York University held its First 
Annual Conference on Labor, April 27- 
30, for the benefit of specialists in labor 
problems and labor-management tela- 
tions. Conference speakers dealt with 
such topics as jurisdictional disputes, the 
secondary boycott, state legislation relat- 
ing to unions, federal-state relations un- 
der the Taft-Hartley Act, the scope of 
bargaining under the Act, and social se- 
curity in collective bargaining. 

Other subjects included the legal status 
of labor arbitration, selection and tenure 
of arbitrators, new union responsibilities, 
management functions and job evaluation 
and incentive systems. 
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If you’re concerned about rising office costs, 
don’t overlook this: Time-and-a-half for over- 
time applies to the girls in accounting no less 
than to the workers on the production line. 
And don’t overlook ¢his, either: Your office 
people can’t be really productive and efficient 


. without modern machines and methods any 


more than your plant people can. 


That’s why it’s so important—and so profit- 
able—to make your office the equal of your 


WHEREVER THERE’S BUSINESS THERE'S 





plant in mechanized efficiency. There’s no 
problem about excessive overtime, then. 
There’s no delay about vital reports and 
statistics. Your people can do their work in so 
much less time that office “production” goes 
way up—office costs way down! 

Why not call in your local Burroughs repre- 
sentative today for a discussion of your office 
problems? Burroughs Adding Machine Com- 
pany, Detroit 32, Michigan. 


Burroughs 


Burroughs 
THE MARK OF SUPERIORITY y 
IN MODERN BUSINESS MACHINES 








Treasury Group Reports on Ways To 


Broaden Social Security Coverage 


The experience of ten years has re- 
moved administrative considerations as 
a barrier to bringing into the Federal 
Social Security System 19,000,000 farm, 
domestic and others workers not now 
covered, according to the Treasury De- 
partment’s Division of Tax Research. 

That body reported recently that 
practical means of taxing the unpro- 
tected persons had been worked out, and 
in the course of its report offered sev- 
eral suggestions. These were made, how- 
ever, with the explanation that the re- 
searchers were not attempting to answer 
the question of public policy as to 
whether the Social Security System 
should be expanded. 

The study reflects widespread interest 
both in Congress and in the Executive 
branch, in the possibilities of providing 
old age, survivors’ and other benefits for 
those employed outside the commercial 
and industrial enterprises presently 
covered. The program was limited to 
these fields of employment in the 1935 
Social Security Act. 

There are at present a number of bills 


in both houses of Congress proposing 
broader social security provisions. 

-The Treasury research group de- 
scribed three plans it thought could be 
applied to farm and domestic workers. 
The first would be the return, or pay- 
roll system, now used for commercial 
and industrial workers, but where this 
method was not feasible a second plan 
incorporating use of an employe wage 
book could be worked out. Thirdly, the 
present system, it was suggested, could 
be supplemented with a stamp method. 

The plan offered for self-employed 
persons would require each to file so- 
cial security tax returns and pay the tax 
directly to the collectors of internal rev- 
enue, much as taxpayers now file income 
tax returns. There are an estimated 11 
million self-employed men and women 
in the United States. 


x * * 

According to a Twentieth Century 

Fund report, 35 per cent of all dwelling 

units in urban areas in the United States 
were substandard in 1940. 





markets. 





OUR AUDITS 
Produce Results! 


All policy improvements and savings in cost, de- 
tailed in Jamison Insurance reports, are attainable 
because they are checked by experts in daily contact 
with all leading Capital Stock and Mutual Insurance 


Free or low cost Insurance surveys are often imprac- 
tical and the indicated improvements unobtainable. 


The best is never cheap — Ours are among the best. 


HERBERT L. JAMISON & CO. 


INSURANCE SURVEYS AND AUDITS 


ONE ELEVEN FULTON STREET 


NEW YORK 
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Labor Conference Held 


New York University held its 
First Annual Conference on Labor, 
April 27-30, for the benefit of spe- | 
cialists in labor problems and labor- 
management relations. Conference | 
Speakers dealt with such topics as 
jurisdictional disputes, the secondary | 
boycott, state legislation relating to | 
unions, federal-state relations under 
the Taft-Hartley Act, the scope of 
bargaining under the Act, and social 
security in collective bargaining. 

Other subjects included the legal | 
status of labor arbitration, selection | 
and tenure of arbitrators, new union | 
responsibilities, management func: | 
tions and job evaluation and incen- 
tive systems. 











C.E.D. Adds Four Members 


Expansion of the personnel of the Re- 
search and Policy Committee and of the 
Research Advisory Board of the Com- 
mittee for Economic Development was 
announced recently by Paul G. Hoffman, 
the committee’s chairman. Added to the 
Research and Policy Committee, of which 
Raymond Rubicam of New York is 
chairman, are Clarence Francis, Chairman 
of the board of the General Foods Cor- 
poration, and Harry Scherman, Presi- 
dent of The Book of the Month Club, 
both of New York. They also are trustees 
of the committee. 

Two additional men have been named 
members of the Research Advisory 
Board, of which Sumner Slichter, Lamont 
Professor of Harvard University, is chair- 
man. They are Edward S. Mason, Dean 
of the Graduate School of Public Ad- 
ministration of Harvard University, Cam- 
bridge, Mass., and Jacob Viner, of the 
Department of Economics and Social In- 
stitutions of Princeton University, Prince- 
ton, N. J. 


Office Unionization Surveyed 


The National Office Management As- 
sociation is currently releasing to those 
of its members who request it, its first 
international survey of office unioniza- 
tion. Prepared from data submitted by 
1180 companies employing 28,440 office 
workers in 212 cities in the United States 
and Canada, the survey presents infor- 
mation broken down geographically, by 
size of company, and by type of business. 

The Survey represents the effort of the 
Association’s Research Committee, and 
is released with the approval of its Col- 
lective Bargaining Committee. It 1s 
available to non-members of NOMA at 
$1.00 per copy through Association 
Headquarters, 12 East Chelten Avenue, 
Philadelphia 44, Pa. 
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Today, more Remington Rand punched -card 
accounting machines are being sold 
and delivered than ever before. 
Despite greatly increased sales volume, 
deliveries of new machines and 
machines incorporating major new develop- 
ments are up to normal pre-war schedules. 
Why? We’ve transformed our post-war 
expansion blue-prints into fact. 
Increased sales and service staffs are hard 
at work, serving people like you. 
And new manufacturing facilities are 


producing at an all-time peak. 





So...if you want skilled attention 
to your particular problems... 
if you want the finest punched-card 
accounting machines and methods 
available today... and want them NOW— 
then you want to get in touch with your 
Remington Rand sales representative. 
To start things moving, call our nearest 
office, or write Tabulating Machines 
Division, 315 Fourth Ave., New York 10, N.Y. 
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Prices, Employment, and the 
Economic Outlook 


The sharp break in the price of farm 
products which took place in the first half 
of February, 1948, focussed public atten- 
tion upon our general economic situation. 
This was the widest break in prices which 
had occurred since the end of the war. 
Furthermore, it was so sharp and so un- 
expected that it gave rise to widespread 
conjecture as to whether it was the fore- 
runner of a major collapse in prices such 
as occurred in 1920 after the last war. 
There was renewed talk about the possi- 
bility of a business recession some time in 
1948 and even some forecasts of price de- 
clines amounting to as much as 25 per 
cent by the end of the year. 

A more detailed analysis of the price 
situation, however, shows that this recent 
break was not at all parallel to the one 
which occurred in 1920. At that time 
(1920) the price declines which began in 
certain sensitive . commodities spread 
rapidly to related commodities and prod- 
ucts and finally involved the entire price 
structure in a toboggan slide. Both agri- 
cultural prices and industrial prices fell 
swiftly month after month so that in less 
than a year the whole price level in pri- 





DR. EWAN CLAGUE, Commissioner of 
the Bureau of Labor Statistics since 1946, 
is currently serving as Chairman of the 
Washington 
Chapter of the 
American Asso- 
ciation of Social 
Workers. Dr. 
Clague pre- 
sented his manu- 
script at a recent 
meeting of the 
District of Co- 
lumbia Control 
of the Control- 
lers Institute of 
America. Dr. 
Clague, up to 1946, was the Director of 
the Bureau of Employment Security, in 
Washington, D. C. In the late Twenties, he 
was associated with the Metropolitan Life 
Insurance Company as Supervisor of Sta- 
tistical Work in the study of business condi- 
tions. Later, he did research at the Insti- 
tute of Human Relations of Yale Univer- 
sity. 





DR. CLAGUE 


Zee CONTROLLER........... 


By Ewan Clague 


mary markets had fallen by more than 
one-third. The Wholesale Price Index of 
the Bureau of Labor Statistics which 
reached a high of 167 in May 1920 had 
fallen to 96 a year later. (1926-100) In 
the last quarter of 1920, the index 
dropped 22 percent in three months. All 
classes of commodities were caught in this 
drop. 

In February, 1948 the story was en- 
tirely different. The agricultural com- 
modities which were chiefly affected by 
the break—wheat, corn, hogs, cattle, etc. 
—touched bottom about the middle of 
February and then recovered about one- 
third of what they had lost. Furthermore, 
this bottom did not fall below prices in 
the summer of 1947 when the sharp rise 
began due to the failure of European 
grain crops and the American corn crop. 
For the most part, the behavior of prices 
of these farm commodities could be at- 
tributed to the improved crop prospects 
for the coming year. 

There is a second point of difference 
with 1920; that is, the declines in the 
prices of farm products have not spread 
to industrial prices. It is true that some in- 
dustrial prices, such as those of hides and 
leathers, have been directly affected but 
this is because these commodities are de- 
rived directly from farm products. Else- 
where in the nonagricultural commodities 
price changes have been ‘small and de- 
creases in the prices of some of them 
(such as leather and some textiles) have 
been balanced by increases in others, no- 
tably metals. 

There is another point of contrast with 
1920 which requires emphasis. During 
and after World War I the prices of agri- 
cultural and industrial products rose to- 
gether, and rose to about the same extent. 
They reached a /— at about the same 
time and they fell sharply and spectacu- 
lary to about the same bottom in 1921. 

During and after the recent war these 
two groups behaved somewhat differently. 
In 1939 farm prices were comparatively 
low. However, they rose sharply in the 
eatly war years and remained consider- 
ably above industrial prices during the pe- 
riod of OPA controls. With the ending of 
controls in the summer of 1946, the prices 
of both groups shot upwards but farm 
prices led the way. They eventually 
reached an index near to 200 which was 
nearly three times their 1939 level. Indus- 
trial prices on the other hand, reached a 


See eae 





314 


peak near 150 which was less than twice 
their prewar level. On a long run basis 
therefore it would seem that farm prod. 
ucts might decline more than they already 
have and before they reach parity with 
nonagricultural prices. Below this, of 
course, price supports would become Op- 
erative. 


Jos TRENDS Goop 


Finally, the price declines do not as yet 
seem to have affected employment, which 
is perhaps the most important single eco- 
nomic factor in our economy. Close analy- 
sis of the February payroll reports for 
manufacturing and nonmanufacturing in- 
dustries reveal no serious signs of weak- 
ening. There was considerable unemploy- 
ment and part-time work in February but 
this was due primarily to the extremely 
bad weather and shortages of industrial 
fuels. The construction and automobile 
industries were the hardest hit. This led 
to some increases in claims for unemploy- 
ment benefits. By early March, however, 
these claims had begun to decline mate- 
rially in those areas where the weather 
had been a factor. 

The changes in the cost of living are 
commonly measured by the Consumers’ 
Price Index of the Bureau of Labor Sta- 
tistics. This reached a peak of 168.8 in 
January 1948 after which it declined very 
slightly. This peak is considerably higher 
than the index of 150 which was reached 
in 1920 after the last war. However, it 
does not represent as much of a distortion 
of prewar retail prices, which wete 
doubled by 1920 but have risen only 
about two-thirds by 1948. In the break of 
1920-21, there was a decline in the in- 
dex of about 20 per cent. No such break 
has yet occurred in 1948. There is no 
doubt that if farm products and primaty 
market prices decline substantially there 
will be some influence upon the cost of 
living. In fact, retail prices of food have 
already fallen about 2 per cent. Neverthe- 
less there are elements of price increases 
in the Consumers’ Price Index which in- 
dicate that it is more likely to level out or 
to fall slowly and gradually than to break 
sharply. 

One of the factors which will play 4 
part in keeping retail prices at a fairly 
high level is the volume of purchasing 
power which exists in the country today. 
The index of payrolls in manufacturing 
industries is now at a level of about 350, 
which means that the total dollars re- 
ceived by wage earners in manufacturing 
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are about 3 and one-half times as high <s 
in prewar days. Not all industries or 
classes or workers have had equally large 
increases, but it is nevertheless true that 
full employment and rising wages during 
the war and afterward have greatly in- 
creased the demand for consumers’ goods. 
While the sharp increase in retail prices 
since the ending of controls has ailada. 
edly pinched many workers and _ their 
families, there are others who have been 
able to keep their incomes advancing and 
therefore have retained their relative buy- 
ing power. This is in sharp contrast to 
1920, when wages lagged far behind 
prices. Although consumers’ prices are 
higher now than at the 1920 peak, the 
purchasing power of the average factory 
worker, in terms of goods and services, is 
about twice as high in 1948 as it was in 
1920. 

In the long run, of course, production 
will increase—it has already increased. 
This means that supply will come into a 
better balance with demand and price 
rises will stop. In fact, in some industries 
there will be declines. It is production, of 
course, which determines the level of liv- 
ing of the American people, and so long 
as we keep our labor force fully employed 
turning out goods the level will continue 
to rise at a rate comparable to the increase 
in productivity per worker. There is some 
ground for hoping that such an increase 
may be substantial in the coming months. 


1947 Corporate Securities 
Totaled $6.2 Billion 


New corporate securities floated in 
1947 totaled $6.2 billion, according to 
compilations of the Securities and Ex- 
change Commission made public today. 
This includes $4.7 billion of bonds, notes 
and debentures, $800 million of pre- 
ferred stock, and $800 million of com- 
mon stock issues. Of total proceeds, $4.3 
billion was designated as new money for 
plant, equipment, and working capital, 
$1.7 billion for refinancing funded debt 
and preferred stock, and the remainder 
of $200 million was assigned to other 
purposes, including the purchase of se- 
curities. The total amount of new corpo- 
rate securities offered for cash sale was 
somewhat lower than in the pteceding 
year, the largest since 1929. 

The continued high rate of business 
activity, coupled with rising prices, was 
teflected in the additional capital funds 
sought by corporations. During 1947, 
new capital financing amounted to $4.3 
billion compared with $3.3 billion the 
previous year. New money issues which 
were negligible during the war years be- 
gan to expand in the spring of 1945. 
During the two and one-half year period 
from June, 1945 through December, 
1947 more than $8.2 billion of new 
Capital issues were floated. . 





Postwar Capital Needs Exceeded 
$50 Billion In Two Years 


During the first two postwar years, the 
requirements of American corporations 
for capital exceeded $50 billion, accord- 
ing to a recent issue of the survey of cur- 
rent business published by the Depart- 
ment of Commerce. Half of the two-year 
total was expended on plant and equip- 
ment, an amount which was sufficient not 
only to meet normal replacement and ob- 
solescense but also to make substantial 
progress in meeting deficiencies accumu- 
lated during the war, the department's 
analysis disclosed. The data covered all 
non-financial corporations. 

The other half of the total was used for 
the replenishment of inventories and for 
carrying the increase in receivable items 
required for the greatly enlarged dollar 
volume of sales, according to the analysis. 
Corporations financed $25 billion of these 
capital requirements from internal funds. 
In 1946 they drew on their liquid assets 
accumulated during the war to meet a 
part of their financial needs. During 1947 
there was less leeway from drawing down 
of liquid assets, and the net reduction was 
only a half billion dollars. 


In 1947, according to the department's 
report, the capital requirements of non- 
financial corporations, amounting to $26,- 
500 million, were financed by $10 million 
of retained profits, $4,500 million of de- 
preciation charges, $7,500 million of se- 
curities and bank loans and a $4 billion 
increase in other liabilities. 

The current position of corporations, 
although not so liquid as it was in 1946, 
is still favorable by pre-war standards, ac- 
cording to the report. Corporate holdings 
of cash on hand and in the banks and 
Government securities amounted to more 
than $35 billion at the end of 1947, com- 
pared with a prewar high mark of about 
half that amount at the end of 1941. 

The need for liquid assets is high at 
present, the department said, not only by 
reason of the high volume of sales, but 
also because of the large amount of ex- 
penditures for expanding and equipment. 


* * * 
Compulsory old-age insurance was first 


adopted in Germany in 1883, says a 
Twentieth Century Fund report. 
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RONALD A. MacDoNALp, formerly 
cashier of the National Bank of Washing- 
ton, Tacoma, recently became Vice-Presi- 
dent in charge of operations. Mr. Mac- 
Donald is a member of the Controllers 
Institute. 


ErviIN A. ZERN, formerly Vice-Presi- 
dent and Treasurer of the Wayne Pump 
Company, Fort Wayne, has opened a 
business survey and consultation office, in 
Fort Wayne, under the name of Ervin A. 
Zern & Associates. Mr. Zern is a member 
of the Controllers Institute. 


JOHN V. VAN PELT, III, has been 
named Controller of The Kendall Com- 
pany in Walpole, Mass. Previously associ- 
ated with Arthur Andersen & Co., in 
New York, Mr. van Pelt succeeded Davin 
R. ANDERSON, who is now serving as 
Treasurer of W. B. Saunders Company, 
Philadelphia. Mr. Anderson holds certifi- 
cate number 194 in the Controllers In- 
stitute. 


H. W. CuppING, a member of the Con- 
trollers Institute, now holds the position 
as Controller of C. C. Bradley & Son, 
Inc., in Syracuse. Mr. Cudding was for- 
merly Works Controller for three plants 
of Crucible Steel Company of America, 
Syracuse District. 


HERBERT J. Myers, formerly Control- 
ler of Remler Company, Ltd., in San Fran- 
cisco, is now associated with Hunt Foods, 
Inc., in Los Angeles. Mr. Myers is a 
member of the Controllers Institute. 


RAYMOND A. SPITLER, President of the 
Atlanta Control of the Controllers In- 
stitute, has been elected Vice-President of 
the Atlanta Hotel Men’s Association. Mr. 
Spitler is Comptroller of Piedmont Hotel 
Company, in Atlanta. 


JOHN R. Lake, formerly Controller of 
Dairy Sealed, Inc., Ozone Park, N. Y., is 
now Treasurer of George F. Beckstein, 
Inc., which is located in Valley Stream, 
Long Island, N. Y. Mr. Lake is a mem- 
ber of the Controllers Institute. 


WARREN W. AMES, a member of the 
Controllers Institute, has been elected 
Controller of the American Piano Corpo- 
ration and of The Aeolian Company. Mr. 
Ames was formerly Assistant Comptroller 
of Pepsi-Cola Company, in Long Island 
City, New York. 


LESTER W. FIELD, a member of the 
Controllers Institute, has been elected 
Vice-President of Willcox & Gibbs Sew- 
ing Machine Company, New York, and 
will continue to handle his responsibilities 
as Controller. 


ABRAHAM ROsEN has been named Con- 
troller of the Emerson Radio and Phono- 
graph. Corporation, in New York. 


The election of EowaArD R. BAINES as 
a Vice-President of the Underwood Cor- 
poration, in New York, and of HENRY L. 
JUNGE as Controller, was announced re- 
cently. Mr. Baines, holder of certificate 
number 862 in the Controllers Institute, 
has been Controller of that firm since 
1919. Mr. Junge, also a member of the 
Controllers Institute, joined the Under- 
wood Corporation in 1928 as Assistant 
Controller. 


JAMES A. BUTLER, a member of the 
Controllers Institute, has been named 
Treasurer of the Falk Corporation, in Mil- 
waukee. Associated with the company for 
11 years, he has been Assistant Treasurer 
and Comptroller since 1941. The former 
Assistant Comptroller, JosEPH B. CI- 
BULKA, was appointed Comptroller and 
will continue as Office Manager. 


HAROLD M. Lawson, Treasurer of the 
Salada Tea Company, of Boston, will head 
the Red Feather Drive for Needham, 
Mass., in the Fall campaign of the Greater 
Boston Community Fund. Holder of cer- 
tificate number 76 in the Controllers. In- 
stitute, Mr. Lawson was one of the or- 
ganizers of the Boston Control of The 
Institute, which he subsequently served as 
President. He also holds the position of 
Executive Secretary of the Needham Tax- 
payers Association. 


HENRY P. Doran has been elected 
Treasurer of the Wright Aeronautical 
Corporation, the engine division of the 
Curtiss-Wright Corporation, in Wood- 
Ridge, N. J. Mr. Dolan, a member of the 
Controllers Institute, was previously Con- 
troller of the Wright Aeronautical Corpo- 
ration. 


MARSHALL B. NUNLIST was recently 
appointed Comptroller of the Glen Alden 
Coal Company, Scranton, Pa. Mr. Nun- 
list was formerly Assistant Comptroller, 
Weston Electric Instrument Corpora- 
tion, Newark, N. J. 
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JosepH M. WHITE has been elected 
Comptroller of Pittsburgh Steel Company, 
succeeding J. Herbert Carson. Mr. White, 
who is a member of the Controllers Ip. 
stitute of America, previously held the 
title of Assistant Comptroller. 

Mr. White is Treasurer and a Director 
of the Zoar Home for Mothers, Babies 
and Convalescents; Vice-President and 
Director of the Pittsburgh Chapter, Na- 
tional Association of Cost Accountants: 
and a member of the Institute of Internal 
Auditors. 


J. C. FarRLey has been promoted from 
Controller to General Manager of the 
Radio Tube Division, Sylvania Electric 
Products, Inc., in Emporium, Pa. Ray 
HARTUNG was appointed to succeed Mr. 
Farley as Controller. 

Mr. Farley, who has been associated 
with Sylvania Electric and its predecessors 
since 1922, was a charter member of the 
Penn-York Division of the Controllers 
Institute of America’s Buffalo Control, 
when it was organized two years ago, and 
is currently serving as Chairman of the 


group. 


J. HERBERT CARSON, formerly Comp- 
troller of Pittsburgh Steel Company, in 
Pittsburgh, recently became affiliated with 
Leslie Salt Company, of San Francisco, 
as Treasurer. A member of the Controllers 
Institute, Mr. Carson served as Chairman 
of the Iron and Steel Industry Conference 
at The Institute’s 1947 Annual Meeting, 
in Chicago, last October. 


Dr. Ross G. WALKER, Professor of 
Business Administration at Harvard Busi- 
ness School, is the author of an article, 
“The »Misinformed Employee,” in the 
May issue of the Harvard Business Re- 
view. Dr. Walker is Chairman of the 
National Committee on Education of the 
Controllers Institute of America and a 
Trustee of the Controllership Foundation, 
Inc., New York. 


Three members of the Controllers In- 
stitute of America participated in the 
Philadelphia Accounting Forum under the 
auspices of the Philadelphia Chapter of 
the Pennsylvania Institute of Certified 
Public Accountants, which was held in 
Philadelphia on May 7. 

ALLEN L. FowLeEr, Manager of the Re- 
ports Department, Day & Zimmerman, 
Inc., who is President of the Philadelphia 
Control, represented the Controllers In- 
stitute on the committee on arrangements. 

Ropert G. Bioom, Controller of 
Lukens Steel Company, Coaresville, Pa., 
was a speaker at the session on “The 
Controller's Voice in Management.” 

Epwarp E. REARDON, Controller of 
The Budd Company, Philadelphia, partici- 
pated in the panel which discussed the 
subject of Mr. Bloom’s address. 
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This Vacation Schedule Can Help 
You Solve Your Personnel Problem 


As a practical help to executives, STATISTICAL has 
developed this handy Vacation Schedule to give you 
a quick, accurate picture of the possible personnel 
emergencies that may arise during the vacation period. 


Copies of this form are yours for the asking. When you use them, you 
will know at a glance whether you will need extra help at any time and 
can take steps now to meet personnel shortages this summer. 


STATISTICAL offers a special service that provides experienced personnel 
and equipment to help you in your own office whenever necessary. This 
includes comptometer operators and machines, stenographers, typists, 
key-punch operators and practically any other type of help you may 
require for a day, a week, or as long as you need them. 


The cost is nominal, and these “trouble-shooters” are so competent, you 
will hardly know your regular personnel is vacationing. 


Just phone our office nearest you for free vacation forms and full details 
about this service. 


TABULATING ° CALCULATING ° TYPING ° MARKETING RESEARCH 


STATISTICS TABULATING COMPANY 


CHICAGO 4, ILL. — 53 WEST JACKSON BLVD., Phone HARrison 2700 


St. Louis 1, Mo. — Arcade Building 


New York 4, N.Y. — 50 Broadway 
Phone CHestnut 5284 


Phone WHitehall 3-8383 
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Of and for the Office 


OFFICE MANAGEMENT. Edited by 
Coleman L. Maze. The Ronald Press 
Company, New York, N. Y. $6.00. 
—Reviewed by P. H. LiItTLeFicELp, 
Vice President-Treasurer, Canada Dry 
Ginger Ale, Inc., New York. 

Office Management success can be 
measured in terms of acceptance of the 
product. Reports, records, requests for in- 
formation and efficient operation are the 
numerical measures. ' 

The office manager and his assistants 
are the ones who must sell those products 
over and over again. The office manager 
must speak with authority concerning his 
product and his operation. Training, ex- 
perience and study will contribute to that 
authority. In addition, the experience of 
others, the most recent developments in 
office practices and familiarity with the 
technicalities of office management will 
aid the office manager in acting and 
speaking with authority. 

The handbook on “Office Manage- 
ment,” edited by Coleman L. Maze and 
published under the auspices of the Na- 
tional Office Management Association, is 
an authoritative work which combines the 
experience of specialists and the most re- 
cent techniques of office practice all in a 
form which makes it an essential tool for 
the use of the office manager. 

Irrespective of office size or practice 
limitations and irrespective of present ex- 
pediency or past history of growth, this 
handbook provides a standard by which 
most of the office operations may be 
measured—a standard which will help the 
office manager improve both his product 
and his ability to sell it effectively. 


OFFICE ORGANIZATION AND MAN- 
AGEMENT. By Harry Wylie, in col- 
laboration with Robert P. Brecht. Pub- 
lished by Prentice-Hall, Inc., New 
York. $5.35. 

A revision of “Practical Office Manage- 
ment,” this book takes into account the 
many new problems in office management 
since the previous work was published a 
decade ago. In the author’s opinion, the 
emphasis today has shifted from machines 
and methods to men and the problems of 
men in their work areas. Hence leader- 
ship has become a most important part of 
office management responsibilities. 

This revised edition, carrying consid- 
erable instructive as well as inspirational 
material on developing effective leader- 
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ship, is directed toward the practicing of- 
fice executive as well as the general ex- 
ecutive who has contact with the office 
but no direct responsibility in its manage- 
ment. 


Of Audits and Accounting 


STANDARDIZED AUDIT WORKING 
~ PAPERS, By Frederick Staples 
Published by The Counting House 
Publishing Company, Milwaukee, 
} isc. 

The purpose of this book is, according 
to the author, “to promote discussion 
among practicing accountants regarding 
the practicability of standardized audit 
working papers and their value in further 
improving the quality of the work done 
by the average practicing accountant, and 
as a textbook for the student in account- 
ing who seldom has the privilege of see- 
ing a typical set of audit working papers 
covering an ordinary audit engagement.” 

Mr. Staples’ book is a condensation of 
wide experience as applied to audit pro- 
cedure, rather than audit theory, put in a 
form calculated to assist the public ac- 
countant in controlling and carrying out 
a systematic and orderly audit. The com- 
plete set of audit working papers included 
illustrate in detail the working papers 
completed on a sample assignment. The 
working papers are so designed as to 
apply to the average commercial audit 
and lead through in a simple and direct 
manner to the final figures in the accounts 
to be certified. Each working sheet has 
printed on it instructions and questions 
so planned as to ensure the underlying 
work on the audit has been properly 
carried out, if the instructions are fol- 
lowed and the questions satisfactorily 
answered. 


ACCOUNTING PRINCIPLES AND 
PRACTICE. By George C. Brook, Pub- 
lished by Richard D. Irwin, Inc., Chi- 
cago. 

This volume is developed as a college 
text for first year accounting students. 
Its author is chairman of the Department 
of Business, Wright Junior College of 
Chicago. The text covers the functions 
and scope of accounting, the accounting 
process, accounting for negotiable instru- 
ments, partnership accounting problems, 
accounting for the capital transactions of 
corporations, financial and accounting 
control in large manufacturing corpora- 
tions, and other phases of corporate ac- 
counting. 
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AUDITING: AN INTRODUCTION. 
By E. L. Kohler. Published by Pren. 
tice-Hall, Inc., New York. $4.00. 
Designed as an introduction to the 

work of the public accountant, Mr. Koh. 
ler’s text can be supplemented by “Illus. 
trative Audit,” a special pamphlet con. 
taining an illustrative audit and reports 
and working papers, which was developed 
by the author to accompany the text. The 
pamphlet is available at $4.65, but the 
combination of text and pamphlet jis 
available at $6.00. 


INTERNAL AUDITING: A_POST. 
WAR REAPPRAISAL. Published by 
The Institute of Internal Auditors, 
New York. 

This symposium of addresses presented 
at a recent annual conference of The In- 
stitute of Internal Auditors covers such 
broad subjects as objectives of internal 
auditing, organization and operation of an 
internal auditing department, as well as 
coordination of the work of internal au- 
ditors with that of public accountants, 


COST ACCOUNTING. By Clarence L. 
Van Sickle. Published by Harper & 
Brothers, New York. $7.50. 

This is the second edition of Profes- 
sor Van Sickle’s standard work, covering 
fundamentals and procedure. The author, 
who is professor of accounting at the Uni- 
versity of Pittsburgh, emphasizes all the 
important aspects of cost control, par- 
ticularly cost relationships to scientific 
management, with special emphasis on 
marketing cost and budgetary control sys- 
tems. 


MATHEMATICS OF ACCOUNTING. 
By Arthur B. Curtis and John H. Coo- 
per. Published by Prentice-Hall, Inc, 
New York. $6.00. 

In this, the third edition of a standard 
text which was first issued more than 
twenty years ago, and revised a decade 
later, there is inclusion of new problems. 
There has also been revision of the se- 
quence of subjects, amplification of other 
subjects, and addition of certain other 
topics. 


EXPORT-IMPORT BANKING. By Wil- 
liam Shaterian. Published by the Ron- 
ald Press Company, New York. $5.00. 
The author of this recently published 

volume, who was formerly associated with 

the Overseas Division of the National 

City Bank of New York, covers in the 

course of some 300 fact-filled pages the 

instruments and operations utilized by 

American exporters and importers, and 

their banks, in financing foreign trade. 

This is a valuable handbook on the fun- 

damentals of the subject covered. 
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Depreciation Reserves Held 
Inadequate Under Today’s 
Corporate Tax Laws 


Depreciation reserves permitted under 
the tax laws are wholly inadequate under 
today’s conditions, Benjamin F. Fairless, 
U. S. Steel Corporation president, said in 
a recent address before the Akron Cham- 
ber of Commerce, in Ohio. In citing that 
the result of peak war production was an 
“extraordinary wear and tear” on facili- 
ties, he said that U. S. Steel Corporation’s 
post-war rehabilitation and expansion 
program totaled $500 million. This tre- 
mendous program spotlights the necessity 
for increased depreciation allowances. 

“Only a fraction of the amount of 
money necessaty to provide replacements 
is obtainable under the government's de- 
pteciation policy,” Mr. Fairless said, in 
explaining how equipment which cost $1 
million 20 to 25 years ago now costs $2 
million to replace. 

He added that the situation is worse in 
a period of inflation such as the present. 
High corporation taxes have left business 
with insufficient funds to finance the en- 
larged facilities necessary to meet ex- 
panded long-term demand, he said. 


Annual Corporate Reports 
Survey Under Way 


More than 2,600 corporation annual re- 
ports for 1947 have been entered in the 
Eighth Annual Report Survey being con- 
ducted by Financial World, and it is ex- 
pected that 4,000 reports will be con- 
sidered before the yearly contest closes on 
June 25, 1948, according to Weston 
Smith, director of the survey for the 
weekly magazine. 

“On the basis of the annual reports 
thus far rated,” said Mr. Smith, ‘there is 
no doubt but that the 1947 statements 
will continue the improvement shown in 
these stockholder brochures in recent 
years. In addition, there have been an in- 
creasing number of companies which have 
changed to an informative and illustrated 
annual report for the first time this year, 
after following a conventional pattern for 
up to thirty years.” 


Foreign Trade Book Published 


The “Foreign Trade Handbook” by 
Dr. Edward Ewing Pratt, professor of 
foreign trade at the New York Univer- 
sity Schools of Commerce and Business 
Administration, was published recently 
by the Dartnell Corporation, Chicago. 
According to Dr. Pratt, the volume tells 
how the United States can make the best 
use of its opportunity in foreign trade, 
and how merchants, manufacturers and 
exporters entering foreign trade can op- 
erate most effectively.” 
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Insurance 


By §. B. Ackerman, Professor of Insur- 
ance, New York University; Formerly As- 
sistant Actuary, New York State Insurance 
Dept. 

HOW to get most effectively the protec- 
tion your company needs. An up-to-the- 
minute guide to various forms of cover- 
age—to better understanding of policy 
contracts and the protection afforded 
purchasers. Designed especially for the 
buyer . . . including not only the more 
usual types of insurance, but practically 
all others which must be considered to 
make adequate provision against insur- 
able risk. Numerous illustrations enhance 
the value of this book as a working man- 
ual and ready reference. 3rd Ed. 770 
pages. 31 tables $6.00 


Effective 
Talking in 
Conference 


Directness—Courtesy 
Caution 





By John Mantle Clapp 


FOR the business or professional man 
who wants to express himself to best ad- 
vantage in the rapid give-and-take of 
conferences and small meetings, where 
decisions are made and plans worked out 
—and where winning the point requires 
poise and naturalness. This book offers 
key principles from analysis of practical 
experience in actual situations of the 
business day. It shows how to apply 
these specific first aids to help overcome 
handicaps, talk better—more convinc- 
ingly—in informal discussions; tells in 
practical, direct manner what you can do 
to improve your voice, appearance, and 
language. 140 pages. $2.50 


Financial 


Handbook 


Jules I. Bogen, Editor; 68 Assisting 
Editors 

A TREASURY of tested facts, methods, sug- 
gestions on every aspect of finance and 
financial operations today. Gives the 
ready, detailed information you want to 
handle any question of practical finan- 
cial management—capital financing, cur- 
rent finances, banking relations, invest- 
ments. Helps you plan and manage 
money matters wisely . . . deal success- 
fully with situations of all types... 
meet new conditions as they arise. Takes 
account of far-reaching changes of recent 
years and the new conditions growing 
out of the increased scale of financial 
operations. Board of 68 contributing and 
consulting editors assures you support 
and counsel of seasoned judgment and 
wide collective experience. Third Ed. 
1289 pages. $7.50 











Corporate 
Reorganizations 


. . . Their Federal Tax Status 
By Robert S. Holzman, Tax Adminis- 
trator, Schenley Distillers Corp. 


A TIMELY treatment of 
reorganization prob- 
lems under the tax 
laws, for any company, 
of any size, when de- 
velopments make such 
a move desirable. 
Written from extended 
experience to meet the 
needs of financial offi- 
cers and others con- 
cerned with taxes, the 
book clarifies the whole 
reorganization section 
of the law. It gives “ 
needed knowledge of what reorganiza- 
tion is under present theory and prac- 
tice; what the courts will and will not 
sanction; what the taxpayer must do be- 
fore and after reorganization. 402 pages. 
$7.50 


‘« Secretary's Book 


By S. J. Wanous, Ph.D. and L. W. 
Erickson, M.S. 


THE IMPROVED 1948 edition of this well- 
known manual, standard for over 10 
years. Secretaries rely on it for ready 
help on daily “bread-and-butter’ ques- 
tions, as well as unusual problems that 
tax even the best trained secretaries. 
Covers typing time-savers, better short- 
hand, keeping files, phone technique, 
handling callers, grammar, minutes, mak- 
ing letters attractive, etc. Tells how, 
to do it right, better, faster—explains, 
shows by example, illustrates. This book 
is crammed with information that makes 
secretaries self-starters—helps them han- 
dle a host of problems independently— 
become real executive assistants. 143 il- 
lustrations. 597 pages. $4.00 





THE RONALD PRESS COMPANY 


15 East 26th Street, New York 10,N.Y 


Send me books checked below. After 
5 days’ trial I will either remit price, 
plus postage, or return books without 
further obligation. 
{ ] Insurance, Ackerman ............. $6.00 
{ ] Corporate Reorganizations, Holz- 
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[ ] Effective Talking in Conference, 
WI occu t xa branded Ouloue o0n axeeaee 5 
{] The Secretary’s Book, Wanous- 
INE Sep cus venscdcrsneeuee te 
{ ] Financial Handbook, Bogen ...... 7.50 
PURE cacicccucowneadscsdeecdetnneans ey aenenees 
BIG wo seins cue Ueedsuclctaur mn baweaensaes 
M360 
RAANOOS © sind tdr te iveetan ted eninsssetsedasee 
GHEY cacsncdnendeseces Z0RE sis CANE seceded 





Co me ee ee ee 


319 














Positions Wanted 


Each employer and each advertiser 
listed in this magazine is individually re- 
sponsible for determining the value of the 
person available or of the position open. 





Controller 


A member of The Controllers Institute 
of America, who is presently employed, 
desires to make a change. He has had 





FOREIGN EMPLOYMENT 
IN 
Saudi Arabia 


(Railroad ) 


CHIEF ACCOUNTANT 

OR COMPTROLLER 
Must have three to five years su- 
pervisory experience in railway 
accounting and working knowl- 
edge of stores and purchasing 
functions. Thoroughly qualified 
in tariffs. Passenger and freight 
rates. 


MECHANICAL FOREMAN 
Five or six years experience as 
railway machinist with at least 
two or three years in capacity of 
mechanical supervisor. Must be 
fully acquainted with both steam 
and diesel operation. 

& 
If seriously interested, apply by 


letter. Giving complete employ- 


ment and personal history. 


ARABIAN AMERICAN OIL CO. 


200 BUSH STREET DEPT. “C” 
SAN FRANCISO, CALIFORNIA 








25 years of excellent training and experi- 
ence in public and private business as top 
man. His experience includes standard 
costs, systems and methods, production 
planning and control. He is 44, married, 
and has three dependents; is available im- 
mediately at a moderate salary. Address: 
Box Number 767, THE CONTROLLER, 
One East Forty-Second Street, New York 
eee A 


Controller Available 


Young, ambitious controller seeks 
promising position. Presently employed 
by AAAI manufacturer in Chicago area. 
Twelve years diversified executive ex- 
perience in all phases of general, finan- 
cial, and cost accounting; and office 
management, systems, controls, and tabu- 
lating methods. During the last 614 
years of this period was in official ca- 
pacity as controller. Age 34. Married, 
college trained in civil engineering and 
in accounting. Member of Controllers 
Institute. Salary open. Address Box 796, 
THE CONTROLLER, One East Forty-Sec- 
ond Street, New York 17, N. Y. 


Controller or Treasurer 

Experienced executive, presently em- 
ployed, is seeking position as controller 
or treasurer with progressive organiza- 
tion. With over 20 years of sound prac- 
tical experience in all phases of finance 
and management, in executive capacity, 
and proven administrative ability in 
manufacturing, distribution, import, ex- 
port, transportation and package goods 
lines. Well qualified to administer man- 
agement policies, supervise and install 
systems and internal controls, prepare 
and interpret financial and operating 
budgets. Experienced troubleshooter. 
Age 46. Can furnish highest references. 
Salary open. Address Box 797, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Chief Cost Accountant 


Age 32. Presently employed as chief 
cost accountant for large manufacturing 
company, supervising one hundred em- 
ployees in costs, inventories, budgets, 
estimating, tabulating, timekeeping and 
payroll departments. Experience in- 
cludes design and installation of stand- 
ard cost and budget programs, financial 
forecasts and profit variation reports. 





Accounting Aptitude Testing 


and Staff Training Program 
James W. HEAtey, B.C.S., C.P.A. 


Assistant Professor of Accounting 
Iniversity of Detroit 
Detroit 21, Michigan 
Available for limited Summer engagement 
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Résumé and references will be sent op 
request. Address Box 799, THE Con. 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Latin America 


Accountant, auditor, (CPA) univer. 
sity trained, will locate in Latin America 
in executive position. Has had excellent 
all around experience. Single. Knows 
Spanish and customs. Can furnish high. 
est references. Address Box 800, Tue 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Controller-Treasurer 


Available immediately—a man with 
20 years of diversified executive ac. 
counting and fiscal experience as treas. 
urer, controller, auditor in various 
fields. Organized corporations; installed 
accounting systems, internal controls, 
and modern cost accounting methods. 
Well versed in insurance, taxes, costs, 
budgets, employee relations. Age 4l, 
married, member of Controllers Insti- 
tute. Address: Box 802, THE CONTROL- 
LER, One East Forty-Second Street, New 
York 17, N.Y. 


Controller-Treasurer 


Experienced as Controller and Assistant 
to the President of multi-plant manufac. 
turer with 15,000 employees, handling all 
accounting, costing, and finance. Previ- 
ously chief accountant and chief cost ac- 
countant in small and large businesses. 
Successful accomplishments in all types of 
cost systems, flexible budgets, taxes, all 
phases of general accounting, all financial 
functions. Extensive experience at top 
level. Graduate of Yale and Harvard Busi- 
ness School. Age 39. Address: Box 803, 
THE CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Treasurer-Controller; 
Business Manager 


Member of official group managing 
medium size successful enterprise, manu- 
facturing, selling both wholesale and te- 
tail, is seeking a broader field in which to 
utilize his experience and capabilities. 

Experience includes financial adminis- 
tration, cost reduction, production control, 
establishing selling prices based upon 
costs and economic factors, purchasing 
plant and equipment for expansion, in- 
surance, iets, systems, taxes, stock 
purchase plans for employees, being 
Chairman of Company-Employee Penston 
Trust, job evaluation, personnel relations, 
contacts with federal agencies, complete 
charge of general and cost accounting, 
financing, some corporate secretarial 
duties, stock transfer agent, preparation of 
some Directors’ resolutions, knowledge of 
functions of all departments of business. 

Present association of 15 years duration. 
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Fine personal qualities; finest references. 
Age 52, excellent health. Salary, $15,000. 
Address: Box 804, THE CONTROLLER, 
One East Forty-Second Street, New York 
7 WN. Y. 


Controller 


General Manager, Treasurer and Con- 
sultant with 15 years heavy industrial ex- 
perience including management control, 
development and installation of cost and 
eneral accounting systems and budgets. 
Excellent record in profit building and re- 
organization. Age 49, married, current 
earnings $15,000. Will go anywhere 
within United States. Address: Box 805, 
THE CONTROLLER, One East Forty-Sec- 
ond Street, New York, N. Y. 


Controller or Assistant Controller 


Member of the Controllers Institute 
with diversified industrial experience in 
budgets, cost controls, system installations 
and general accounting at top manage- 
ment level. Have operated successful 
manufacturing plant as general manager. 
Age 54. Married. Prefer Boston or New 
England Area, but free to go anywhere. 
Address: Box 806, THE CONTROLLER, 
One East Forty-second Street, New York 
17, N.Y. 


Controller—Assistant Controller 


Member of Controllers Institute, C.P.A. 
(N. Y. and Pa.), age 43, available at 
$10,000; willing to move from metro- 
politan area if opportunity warrants. Has 
had multi-corporate experience, with re- 
sponsibility for costs, budgets, financial 
statements, taxes and government reports, 
real estate and insurance problems, system 
installations, procedural manuals, special 
“trouble shooting’ committee work with 
lawyers, and other controller functions. 
Has ability to work harmoniously with 
top management and line and staff organi- 
zation, coordinating inter-departmental re- 
lations. Address: Box 807, THE Con- 
TROLLER, One East Forty-second Street, 
New York 17, N. Y. 


Controller or Assistant Controller 


C.P.A. (Mass.), member of Control- 
lers Institute, with 29 years of experience 
in public and corporation accounting, de- 
sires to become associated with a progres- 
sive company where an extensive back- 
ground in accounting, I.B.M. procedure, 
standard costs, internal auditing, budgets, 
financial and cost reports may be consci- 
entiously utilized. College graduate in 





COMPTROLLER 


For medium size, progressive and alert 
Organization desiring an aggressive, tact- 
ful, and experienced man to control finances 
and accounting procedures. 

Give full particulars as to education, 
background, experience, and salary ex- 
pected. Reply Box 811, The CONTROL- 
LER, One East 42nd St., New York 17, N. Y. 














business administration, age 54. Prefers 
eastern United States, but will consider 
any location. Salary, $12,000. Address: 
Box 808, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 


Controller—Executive Accountant 

Experienced executive accountant pres- 
ently employed desires to become asso- 
ciated with medium size progressive com- 
pany in manufacturing or merchandising 
field. Offers 15 years experience in man- 
agement control, costs, budgets and gen- 
eral accounting. Member of Controllers 
Institute, CPA and B.A. degree in Busi- 
ness Administration. Can furnish highest 
references; personable, excellent health, 
can work with others. Salary commensu- 
rate with position. Married. Address: Box 
809, THE CONTROLLER, One East Forty- 
second Street, New York 17, N. Y. 


Controller—Treasurer 

Many years experience in accounting 
and financial management. Experience in 
practically all phases of corporate account- 
ing and finance in single and multiple 
plant operation. C.P.A. Age 43. Address: 
Box 810, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 





Obituaries 





Maurice Warren Field 


Maurice Warren Field, 49, died at St. 
Luke’s Hospital, in Cleveland, April 19. 
At the time of his death, Mr. Field was 
Comptroller of the American Steel and 
Wire Company, in Cleveland, and a mem- 
ber of the Controllers Institute of 
America. 

A native of New York City and a 
graduate of New York University, Mr. 
Field was formerly associated with the 
Carnegie-IIlinois Steel Corporation and 
the United States Steel Corporation, of 
Delaware. Surviving are his wife, Mrs. 
Katherine Field, and a son, Joseph Field, 
a student at Temple University. 


William B. O'Neil 


William B. O'Neil, 64, formerly with 
the accounting firm of Franke Hannon & 
Withey, of New York City, died at his 
home in Watervliet, N. Y., April 18. He 
was Comptroller of Rensselaer Polytech- 
nic Institute of Troy. 
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Iustitute 


Cetivities 





F. G. Hawthorne Heads Newark Control; 


Klein and Procter, Vice-Presidents 


F. GERALD HAWTHORNE, Controller of 
Weston Electrical Instrument Corpora- 
tion, Newark, N. J., was elected president 
of the newly organized Newark Control 
of the Controllers Institute of America at 
its organizational meeting on April 27, in 
Newark. Other officers of the Control for 
the forthcoming year are as follows: 

Vice-Presidents—FRANK KLEIN, Vice- 
President, Worthington Pump & Ma- 
chinery Corporation, Harrison, N. J.; 
P. L. PRocTER, Cooperative Industries, 
Chester, N. J.; Secretary— G. E. HAt- 
LETT, First Assistant Secretary-Treasurer, 
Tung-Sol Lamp Works, Inc., Newark; 
Treasurer—ANTHONY MITCHELL, Con- 
troller, Federal Trust Company, Newark. 

Directors of the Control are F. F. 
BRUDER, Treasurer & Secretary, L. Bam- 
berger & Company, Newark; GEORGE 
H. Fraser, Controller, Hoffman Bever- 
age Company, Newark; W. A. Hami- 
TON, Comptroller, Interchemical Corpora- 
tion, Fair Lawn, N. J.; F. J. MCWILLIAMS, 
Comptroller, Federal Shipbuilding & Dry 





Federal Tax Committee 
Considers Subjects 


At a recent meeting of the National 
Committee on Federal Taxation, of the 
Controllers Institute of America, a sub- 
committee was appointed to take up the 
points covered in 67 letters from members 
of The Institute, suggesting subjects to be 
taken up by the Federal Taxation Com- 
mittee, as a result of a questionnaire sent 
to all Institute members last December. 
The sub-committee personnel are WIL- 
LIAM HEARNE, Tax Supervisor, United 
States Steel Corporation, New York; 
CLAUDE W. Hupp, Manager, Tax De- 
partment, Sterling Drug, Inc., New York; 
and M. M. RosENBERG, Assistant Comp- 
troller, American Smelting & Refining 
Company, New York. 

A sub-committee consisting of WiL- 
FRED GODFREY, Comptroller, Keystone 
Custodian Funds, Inc., Boston; EDMUND 
L. GRIMES, Vice-President and Comptrol- 
ler, Commercial Credit Company, Balti- 
more; and FRANK FEIGENBAUM, Con- 
troller, American News Company, New 
York, were also appointed to appear in 
Washington shortly in connection with 
Section 122, Pension Trusts, and the two 
per cent Penalty Tax. 


THE CONTROLLER........... 


Dock Company, Kearny, N. J.; L. R. 
MENAGH, Controller, Prudential Insur- 
ance Company of America, Newark; 
E. D. SuGRUE, Controller, Newark Eve- 
ning News Publishing Company, Newark; 
KARL ZIMMERMAN, Controller, Ciba 
Pharmaceutical Products, Inc., Summit, 
N. J. 
The Nominating Committee was DuN- 
CAN D. RICHARDSON, Treasurer, Monroe 
Calculating Machine Company, Orange, 
N. J.; RoBert N. STRINGER, Controller 
and Assistant Treasurer, Scott & Browne, 
Bloomfield, N. J.; and Mr. HALLETT. 


Louisville’s 100% Club 
Names 10 Members 


Ten members of the Louisville Control 
have earned membership in the Control’s 
100 Per Cent. Club, which was inaugu- 
rated last September for members with 
100 per cent. attendance at meetings. 
They are John E. Carroll, W. R. Creal, 
L. P. Hamner, W. B. Harrell, Orville D. 
Harris, Arthur W. Huff, Marion M. John- 
son, Earl R. Martin, John R. Sanderlin 
and Ben R. Shaver. 

Mr. Sanderlin, Controller and Treas- 
urer, Brown-Forman Distillers Corpora- 
tion, Louisville, originated the idea. Mem- 
bers out of the city on company business 
are credited as being present, provided a 
letter so stating is presented to the Board 
of Directors and approved. 


Rep. Case Gives Views 
On Current Problems 


Sound legislation which will contribute 
to our national well-being was recom- 
mended by the Honorable Clifford B. 
Case, Congressman from New Jersey and 
a member of the Judiciary Committee of 
the House of Representatives, at the April 
27 meeting of the District of Columbia 
Control. Reviewing domestic and foreign 
affairs, Representative Case outlined par- 
ticularly the issues involved at the present 
time between the Communistic and the 
American ways of life. 

The meeting was also honored with 
the attendance of The Institute’s newly 
appointed Managing Director, Walter 
Mitchell, Jr. An excellent discussion pe- 
riod followed the meeting. 
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Golf—Tennis—Swimming 
To Highlight New York 
Control Meeting 


All day golf, tennis courts and swim. 
ming will be made available to those at. 
tending the annual luncheon and dinner 
meeting of the New York City Control, 
scheduled for June 18, at the Westchester 
Country Club. Election of officers for the 
coming year will be held. E. B. Nutt, of 
the Budget Department of the Standard 
Oil Company of New Jersey, New York, 
is chairman of the Entertainment Com. 
mittee. 

Other members of the Entertainment 
Committee are as follows: WILLIAM A. 
JACKSON, Assistant Comptroller, Stand- 
ard Oil Company of New Jersey; Wayne 
C. Marks, Controller, General Foods 
Corporation, New York; BERNARD §. 
RopEy, JR., Associate Controller, Con- 
solidated Edison Company of New York, 
Inc.. New York; and Sor S. Ross, 
Comptroller, West Disinfecting Com- 
pany, Long Island City, N. Y. 


Institute Member Presents 
Concepts of Budgeting 
Techniques 


J. Harold Smith, holder of Certificate 
Number 134 in the Controllers Institute 
of America, presented an address on 
“New Concepts of Budgeting Tech- 
niques”’ at a recent meeting of the Budget 
Executives Forum in New York. Mr. 
Smith, who is a management advisor in 
New York, declared that budgets used to 
be little more than a ‘‘guestimation,” be- 
cause once made up they were forgotten 
until the end of the year. He said firms 
explained away the discrepancies by say- 
ing that they did not operate at the rate 
anticipated. 

“The performance statements for the 
top management reports make the com- 
parison of the actual both against the 
standard for the rate operated and the 
original budgets,” Mr. Smith said. “In 
departmental performance statements, the 
comparison is between actual and stand- 
ard only, since department heads are not 
and cannot be held responsible for fore- 
case figures. Sales budgets, insofar as the 
overall total and the product lines are 
concerned, are calculated by the Budget 
Director because he is responsible for the 
calculation of final net profit. In this he 
will have the cooperation of the Sales 
Manager. The Budget Director divides 
the national total by product lines. These 
figures are broken down by the Sales 
Manager into individual products, cus- 
tomers and territories.” 

Mr. Smith pointed out that the sales 
estimates should be based on a forecast 
made by measuring the industry's previ- 
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ous sales against some national factor 
which it has been determined influences 
the sales of the items. After plotting on 
a graphic correlation chart drawing a 
straight line through the densest area of 
the dots, the distances of the dots below 
and above the line are calculated. The 
possible cause of these differences is se- 
lected and a new chart made plotting the 
variances against this new factor, he said. 
This process is continued until the varia- 
tions will not plot against any factor; 
these factors become the basis for the 
forecast for the industry as a whole rather 
than the individual firm. 

Two plans for increasing the flexibility 
of the budget were discussed by Mr. 
Smith. He said: 

“The first divides the expense into 
standby and variable. The expense of the 
department is plotted against the activity 
on a graph. A line is drawn through the 
densest area of the dots and extended to 
zeto. The point at which this line crosses 
zero rate of operation is said to be 
standby. The rate at which the line rises 
is expressed as a per cent. of the meas- 
uring medium. The standby plus the per 


Jarchow Discusses 





cent of the measuring medium as estab- 
lished becomes the allowable expense. 

“The second plan utilizes Variable Ex- 
pense Tables which provide expense al- 
lowances for each 5 or 10 per cent. rate 
of activity. The items of variable expense 
shown on these tables are obtained from 
gtaphs which are made for each item of 
expense. These graphs show the high, 
low and medium points for each rate of 
operation. The figure shown on the tables 
is set at a point between the low and 
average as shown by experience. Since it 
has been anticipated that these allowances 
will be used for the purpose of budget 
standards and may also be used for 
supervisory incentives, the plan of having 
these standards tighter than the current 
performance has been followed to pre- 
vent the various supervisory bonus funds 
from getting out of line. These super- 
visory incentive plans are so designed that 
they provide about 10 per cent. on the 
individual salaries as a bonus. These are 
the means of transferring the burden of 
budget enforcement from the Budget Di- 
rector to the individual foremen insofar 
as the latter's department is concerned. 


‘Industry Reports’ 


At Ohio Accounting Conference 


Christian E. Jarchow, National Presi- 
dent of the Controllers Institute, presented 
an address on “Industry Reports to the 
Consumer on Prices, Costs, and Profits’ at 
the fourth session, May 21, of the Tenth 
Annual Institute on Accounting spon- 
sored by the Ohio State University, in Co- 
lumbus. 

"The Role of Accounting in Public and 
Industrial Relations’ was the general 
theme of the two-day conference, held 
May 21-22. 

Earle King, Chief Accountant, Securi- 
ties and Exchange Commission, Washing- 
ton, D. C., started off the conference's 
first session with the subject, ‘Presenta- 
tion of Pertinent Data.’ He was followed 
by Harry Case, Partner, of Lybrand, Ross 
Bros. & Montgomery, New York, who 
spoke on “Building Confidence in Re- 
ports.” Samuel J. Broad, Partner, of Peat, 
Marwick, Mitchell & Co., New York, 
concluded the first session with his obser- 
vations on the “Impact of Rising Prices 
upon Accounting Procedures.’ R. Allan 
Parker, President of The Ohio Society of 
Certified Public Accountants, presided. 

After luncheon, the third session was 
commenced with the topic, “Presenting 
the Facts on Company Operations to the 
Employees,” which was presented by 
Stephan A. Derry, Consulting Manage- 
ment Engineer, Louisville, Ky. The other 
speaker was Paul Coggins, Supervising 
Personnel Methods Accountant of the 
American Telephone and Telegraph Com- 


pany, New York, who discussed "The 
Role of Accounting in Industrial Rela- 
tions.” Eric A. Camman, Partner, of Peat, 
Marwick, Mitchell & Co., New York, 
served as chairman. 

Walter C. Weidler, Dean of the Col- 
lege of Commerce and Administration, 
The Ohio State University, presided at 
the dinner which followed, when Presi- 
dent Jarchow spoke. 

The fifth and closing session, held May 
22, featured ‘Recent Trends in the Fed- 
eral Tax Field,” presented by Thomas J. 
Dolan, Partner, of Wideman, Madden, 
Dolan & Company, Toledo; and “The 
Effect of Present Tax Structure upon the 
National Economy,” by Mason Smith, 
President, National Association of Cost 
Accountants. 


Stock Given to Employees 

Scott Paper Company recently dis- 
tributed one share of common stock to 
each employee with five years of service 
in its plan for letting every worker be- 
come a stockholder. The company also 
plans, it is reported, to give one share as 


_each employee completes five years of 


service and an additional share every time 
a five-year cycle of unbroken service is 
completed. The stock already distributed 
to 1,403 persons amounts to more than 
$60,000. 





Annual Gas Capacity Reaches 
29 Million Tons of Coal 


An increase of approximately two bil- 
lion cubic feet of natural gas capacity was 
added daily during 1947, according to an 
analysis of the growth and potentials of 
the natural gas industry in the United 
States, recently completed by the National 
Industrial Conference Board. This is part 
of a series dealing with the energy re- 
sources of the United States. The analysis 
points out that this is equivalent to sup- 
planting about 80,000 tons of coal daily 
or adding 29 million tons on an annual 
basis to the coal stockpile. 





Double 


Exposure 


Evvery business faces not only 
the chance of encountering 
financial misfortune through 
a variety of casualties but 
also the possibility of the in- 
surance relied upon for in- 
demnity against such losses 
being deficient or inapplic- 
able. 

This double exposure can 
be avoided if the insurance is 
fashioned upon a complete 
knowledge of the casual risks 
threatening the business, pref- 
erably obtained from an un- 
biased survey by people who 
specialize in making such in- 
vestigations. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 
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A report on ‘Accounting Procedure for 
State of New York Unemployment Tax 
Credits” is being drawn-up by a sub-com- 
mittee of the Walter E. Owen 
General Ac 
counting Com- 
mittee, of the 
New York City 
Control, under 
the chairman- 
ship of J. Her- 
bert Miller, Dis- 
trict Auditor of 
the Waterman 
Steamship Cor- 
poration. 

This subject 
was one of three selected for consideration 
at the Committee’s first meeting, . held 
February 18, at which time two sub-com- 
mittees were formed to study the subjects. 
One sub-committee, under the chairman- 
ship of Richard G. Jones, Controller of 
Handy & Harman, was assigned the sub- 
ject, “Replacement Cost and Depreciation 
Policy.” 

As chairman of the other sub-commit- 
tee, Mr. Miller was also assigned the 
topic, “Practical Limitations on Surplus 
Entries,” for long range study. At this 
same meeting, a working program was 
agreed upon to cover projects of im- 
mediate current interest, as well as a 
longer range program for topics requiring 
more time and effort. 

Two meetings of the Committee have 
subsequently been held, one on March 17 
to complete the organization arrangements 
and to get a progress report from the 
sub-committees, and the other on March 
31 to consider the sub-committee report 
on ‘Accounting Procedure for State of 
New York Unemployment Tax Credits.” 

A statement of the scope of the Com- 
mittee’s activities is as follows: 

“Until a fairly recent period, accounting 
practices were based, in a large degree, 
upon the ethics and opinions of reputable 
accountants, and to some extent upon the 
accounting provisions of the various laws. 
There were wide variations of opinion 
often existing among equally reputable ac- 
countants. No serious effort had been 
made by accountants to agree upon or 
codify a body of opinions to guide them 
in their work. 

"In recent period, particularly follow- 
ing the passage of the Securities Act of 
1933, the Securities Exchange Act of 1934, 
and the Holding Company Act of 
1935, a considerable amount of effort has 
been exerted toward the standardization 
of accounting concepts and terminology. 





MR. SCAFF 
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New York Control’s Accounting Committee 
Working on Unemployment Tax Report 


The American Institute of Accountants, 
Securities and Exchange Commission, 
American Accounting Association, and 
others have made substantial contributions 
to this effort. This effort has been of great 
value to accounting officials who are re- 
sponsible for the preparation of financial 
statements, as well as to the members of 
the accounting profession who have oc- 
casion to render opinion concerning such 
Statements. 

“It is one of the functions of this com- 
mittee to cooperate in this work and to 
make available facts regarding such mat- 
ters to the members of the Controllers 
Institute and to those representatives of 
industry generally who are interested. 

“The Committee shall furnish advice 
and information on technical accounting 
matters that may be referred to the New 
York City Control by members and others. 
It shall also study and report on any ac- 
counting matters not coming within the 
scope of other technical committees. 

“The Committee shall render to the 


Board of Directors of the New Y ork City 
Control and to the membership, such peri- 
odic or other reports as may be necessary 
from time-to-time to reflect the progress 
of its work.” 

The personnel of the Committee jp. 
cludes: 


Chairman, HaRoLtD H. SCAFF, Vice-Presj- 
dent, Ebasco Services Incorporated; Vice. 
Chairman, Louis KLEIN, Controller and Secre. 
tary, American Safety Razor Corporation 
Brooklyn; WARREN W. AMES, Controller 
American Piano Corporation and The Aeolian 
Company; JosEPH J. CLAIR, Controller, Metro. 
politan Life Insurance Co.; F. Warren 
Cooper, Asst. Comptroller, Public Service 
Electric & Gas Co., Newark, N. J.; HERBERT 
C. JOHNSON, Assistant Treasurer, Consolidated 
Natural Gas Co.; RICHARD G. JONES; PRo. 
FESSOR Roy B. KESTER, Professor of Account- 
ing, Columbia University, School of Business; 
D. B. MacTavisu, Arthur Young & Company, 

Also, J. HERBERT MILLER, District Auditor, 
Waterman Steamship Corporation; C. E. EBLE, 
Controller, Consolidated Edison Company of 
New York, Inc.; D. L. MILLHAM, Comptroller, 
General Electric Company, Schenectady, N. Y.; 
SPENCER E. Twist, Secretary-Treasurer, Co- 
lonial Optical Company, Inc. ; JOHN WHarRTON, 
Comptroller, Seaboard Commercial Corpora- 
tion; B. C. WILLcox, Vice-President, The 
Grolier Society, Inc.; FRANK O. WILLIAMS, 
Secretary and Controller, The H. A. Wilson 
Company, Newark, N. J. 


Seven Subjects Being Studied by 
New York Fixed Assets Committee 


A review and analysis of seven subjects 
is now being undertaken by the Commit- 
tee on Fixed As- 
sets and Their 
Related Reserves, 
which is one of 
the technical 
committees re- 
cently established 
by the New York 
City Control. The 
Committee, 
which was origi- 
nally designated 
as Plant Records 
and Depreciation 
Committee is 
composed of 16 members of the Control- 
lers Institute under the chairmanship of 
Leith V. Watkins, Panhandle Eastern 
Pipe Line Co. 

The subjects now being studied by the 
committee include: 

1. Control through appropriate rec- 

ords. 

2. Lines of demarcation between 
charges to fixed assets and mainte- 
nance expenses. 

3. Bases of depreciation, depletion 
and amortization. 

4. Depreciation and amortization poli- 
cies from the viewpoint of the bal- 
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ance sheet, costs and profit and 
loss statements. 

5. Depreciation and amortization from 
the tax viewpoint. 

6. Recognition of changing economic 
conditions in the accounting of 
Capital Assets and Depreciation. 

7. Accounting for depletable assets. 


The personnel of the committee in- 
cludes: 

Chairman, LEITH V. WATKINS, Panhandle 
Eastern Pipe Line Co.; Vice-Chairman, RICH- 
ARD J. HANWELL, The Cuban-American Sugar 
Co.; B. O. BRAND, Vanadium Corporation of 
America; LERoy A. CARLSON, South Orange, 
N. J.; JOHN V. CLEARY, Consolidated Edison 
Co. of New York, Inc.; J. Kart FisHBACcH, 
R. H. Macy & Co., Inc.; THoMaAs B. FRANK, 
Management Consultant, New York. 

Also, E. H. FUERTINGER, Maust Coal and 
Coke Corp.; G. G. Jewett, Ford, Bacon & 
Davis, Inc.; THOMAS J. LENIHAN, International 
Products Corp.; A. G. Luriz, Westvaco Chlo- 
tine Products Corp.; JAMES A. MAROHN, 
Noma Electric Corp.; GERARD L. McCoy, 
Standard-Vacuum Oil Co.; T. D. MuMForD, 
American Machine & Metals, Inc.; F. W. 
ScHULZ, The New Rochelle Water Co., New 
Rochelle, N. Y.; and Harry E. Sutton, Fifth 
Avenue Coach Co. 


Award Given for Office Service 


Samuel L. Workman, President of 
Workman Service, Inc., Chicago, was fe- 
cently awarded the Certificate of Merit of 
the New York Museum of Science and 
Industry for the development of his office 
overload service. 





ae 


ATLA 
To pic | 
Marsh 
§ peak 
of Bu 
versity 


BALT 
Topic 
5 peak 
Direct 


BIRM 
Progr 
the 7 
Comp 
and d 
Guest 
tary, ¢ 


BUFF 
Topic 
Leade 
Bell 2 


CHIC 
Topic 
Educa 
Speak 
Schoo 
Chica, 
Topic 
Speak 
Vice-] 
Switcl 


CING 
Progr 
cinnat 
sion ¢ 
Contr 


DAY 
Topic 
Progr 
Comp 
quire! 
Speak 
Dayte 


DET. 
To pic 
table 

Leade 
Feder 
Ernes 
ant J 
Detro 








ervice 
.BERT 
dated 
Pro- 
Ount- 
ness; 
Pany. 
ditor, 
EBLE, 
ly of 
oller, 
@ & 
Co- 
TON, 
pora- 
The 
[AMS 
ilson 


and 
rom 


mic 
of 


ndle 
ICH- 
ugar 
1 of 
nge, 
ison 
\CH, 
NK, 


and 


ynal 
hlo- 
HN, 
‘OY, 
RD, 


Jew 
ifth 

















Meetings of Local Controls 





ies 


ATLANTA April 27 
Topic: “Business implications of the 
Marshall Plan’’ 

Speaker : Gordon Siefkin, Dean, School 
of Business Administration, Emory Uni- 
versity. 


BALTIMORE 

Topic: “Institute Activities” 
Speaker : Walter Mitchell, Jr., Managing 
Director, Controllers Institute of America. 


April 28 


BIRMINGHAM May 6 
Program :Tour of the Fairfield Tin Mill of 
the Tennessee Coal, Iron & Railroad 
Company, and annual election of officers 
and directors. 

Guest: Charles C. Hull, Assistant Secre- 
tary, Controllers Institute of America. 


BUFFALO May 4 
Topic: ‘Current Problems” (Open forum) 


Leader: David F. Devine, Comptroller, 
Bell Aircraft Corporation, Buffalo. 


CHICAGO April 28 
Topic: “The Contribution of University 
Education to Controllership” 

Speaker: Dr. William H. Conley, Dean, 
School of Commerce, Loyla University, 
Chicago. 

Topic: ‘The Controller's Job” 

Speaker: Harry C. McCluskey, Executive 
Vice-President and Treasurer, Kellogg 
Switchboard & Supply Company, Chicago. 


CINCINNATI May 11 
Program: Visit to the offices of the Cin- 
cinnati and Electric Company and discus- 
sion of plans for the June outing of the 
Control. 


DAYTON May 13 
Topic: “The Planning and Construction 
Program of the Dayton Power & Light 
Company To Meet Expanding Power Re- 
quirements” 

Speaker: H. E. Deardorff, Vice-President, 
Dayton Power & Light Company. 


DETROIT April 27 


Topic: “Wage Incentive Plans” (Round 
table discussion) 

Leaders: Samuel MacArthur, Controller, 
Federal Mogul Corporation, Detroit; and 
Ernest A. Gratton, Controller and Assist- 
ant Treasurer, Bundy Tubing Company, 
Detroit. 


DISTRICT OF COLUMBIA April 27 


Speaker: The Honorable Clifford P. Case, 
Congressman from New Jersey, and mem- 


‘ ber, Judiciary Committee, House of Repre- 


sentatives. 
Guest: Walter Mitchell, Jr., Managing 
Director, Controllers Institute of America. 


KANSAS CITY May 10 
Program: Remington Rand Corporation 
presented its mew picture entitled, 
“Wholesale Drug Distributors’ Inventory, 
Billing and Sales Analysis Control.” 
Speaker: R. I. Blakeney, Sales Representa- 
tive, Remington Rand. 


LOS ANGELES April 15 
Topic: ‘Selecting Good Employees” 
Speaker: Dr. Irwin A. Berg, Associate 
Professor of Psychology, Pomona College, 
Claremont, Cal. 


MILWAUKEE May 11 
Topic: ‘Use and Occupancy Insurance” 
Speaker: Lyle G. Wimmer, Secretary in 
charge of Boiler & Machinery Insurance 
Division of The Travelers Indemnity 
Company, Hartford, Conn. 


NEW ORLEANS April 20 
Topic: “Some Techniques in Control” 
Speaker: Robert W. Elsasser, Economic 
and Statistical Analyst. 


PENN-YORK 

(Division of Buffalo Control) 
Topic: “Application of Aptitude Tests in 
Industry” 

Speaker: C. W. Hudson, Area Manager 
of Industrial Relations, Sylvania Electric 
Products, Inc. 


May 13 


PHILADELPHIA May 6 
Topic: “Electric Accounting Machine Ap- 
plication to Current Accourtting Prob- 
lems” 

Speaker: Harold E. Pim, Applications De- 
velopment Department, International 
Business Machines Corporation, Pough- 
keepsie, N. Y. 


PITTSBURGH April 19 
Topic: “The Controllers Institute of To- 
day and Tomorrow” 

Speaker: Walter Mitchell, Jr., Managing 
Director, Controllers Institute of America. 


THE CONTROLLER........... 


Guest: Daniel J. 


Hennessy, President, 


Controllership Foundation, Inc., New 
York. 
PORTLAND April 16 


Topic: ‘Business Control Through Budg- 
ets” 

Speaker: J. H. Clawson, Controller, Puget 
Sound Power and Light Company, Seattle. 


ROCHESTER April 28 
Topic: “Commodity Futures—Past, Pres- 
ent & Future” 

Speaker: Edward C. Roth, of Merrill, 
Lynch, Pierce, Fenner & Beane. 











TO GUESS or 
To KNOW... 


Co GUESS is expen- 
sive when it costs 
so little to know. 
American Appraisal 
Service removes 
uncertainty about 


property values 


The AMERICAN 


APPRAISAL 
Company 


Over 50 Years of Service 
OFFICES IN PRINCIPAL CITIES 
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Vustitute Members Clected 


The information listed below is arranged so that it may be clipped by the 
members of the Controllers Institute for addition to the Directory of Mem- 
bers in the current Year Book of The Institute. 





The individuals listed below were 
elected to associate membership in the 
Controllers Institute of America at meet- 
ings of the National Board of Directors, 
in February and April, 1948. 


PROFESSOR WALTER A. BAUDE 
University of Cincinnati, College of 
Business Administration, Cincinnati. 

DEAN THOMAS H. CARROLL 
College of Business Administration, 
Syracuse University, Syracuse, N. Y. 

PROFESSOR JOEL DEAN 
Columbia University, School of Busi- 
ness, New York City. 

PROFESSOR D. LYLE DIETERLE 
School of Business, Indiana University, 
Bloomington, Ind. 

PROFESSOR JAMES L. DOHR 
Columbia University, School of Busi- 
ness, New York City. 

PROFESSOR H. B. DoRAU 
Department of Public Utilities & Eco- 
nomics, New York University, New 
York City. 

PROFESSOR E. I. FJELD 
College of the City of New York, 
School of Business & Civic Administra- 
tion, New York City. 

PROFESSOR WILLARD J. GRAHAM 
The School of Business, University of 
Chicago, Chicago. 

DEAN R. L. KoZELKA 
University of Minnesota, School of 
Business Administration, Minneapolis, 
Minn. 

DEAN JOHN T. MADDEN 
School of Commerce, Accounts and 
Finance, New York University, New 
York City. 

DEAN CLIFFORD E. MASER 
Division of Business and Industry, 
Oregon State College, Corvallis, Ore. 

PROFESSOR JOHN F. MEE 
University of Indiana, School of Busi- 
ness, Bloomington, Ind. 


PROFESSOR H. C. MILLER 
Ohio State University, College of Com- 
merce & Administration, Columbus, 
Ohio. 

PROFESSOR J. J. NEUNER 
College of the City of New York, 
School of Business & Civic Administra- 
tion, New York City. 

PROFESSOR S. A. PRESSLER 
University of Indiana, School of Busi- 
ness, Bloomington, Ind. 

DEAN A. L. PRICKETT 
University of Indiana, School of Busi- 
ness, Bloomington, Ind. 

PROFESSOR LEO A. SCHMIDT 
School of Business Administration, 
University of Michigan, Ann Arbor, 
Mich. 

PROFESSOR WILLIAM F. SHORS 
Butler University, College of Business 
Administration, Indianapolis, Ind. 

PROFESSOR FRANK P. SMITH 


University of Rochester, Rochester, 
Nox 

DEAN R. A. STEVENSON 

School of Business Administration, 


University of Michigan, Ann Arbor, 
Mich. 

PROFESSOR H. F. TAGGART 
School of Business Administration, 
University of Michigan, Ann Arbor, 
Mich. 

PROFESSOR D. W. THOMSON 
University of Indiana, School of Busi- 
ness, Bloomington, Ind. 

PROFESSOR CLARENCE L. VAN SICKLE 
School of Business Administration, The 
University of Pittsburgh, Pittsburgh, 
Pa. 

PROFESSOR WILLIAM J. VATTER 
University of Chicago, School of 
Business, Chicago. 

PROFESSOR R. S. WILLCOX 
Ohio State University, College of Com- 
merce & Administration, Columbus. 





that made us great. 





The general lack of knowledge of the true economic conditions in this 
country is the cause of 90 per cent of all our unnecessary disunity. If we do 
not correct popularly accepted fallacies by concrete undeniable facts, we in 
this country will completely dynamite our happiness and destroy the thing 


—SHERMAN ROGERS 
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Local Control Meetings 


ST. LOUIS April 27 
Topic: “Individual Business Problems” 
(Round table discussion) 

Leader: Philip M. Cozad, Treasurer, Mc. 
Donnell Aircraft Corporation, St. Louis, 


SAN FRANCISCO April 15 
Topic: “Allocation of Costs to Product” 
(Round table discussion) 

Leader: Harry R. Lange, Vice-President 
in Charge of Finance & Accounting, Cut. 
ter Laboratories, San Francisco. 


SEATTLE April 29 
Topic: “Business Control Through Budg. 
ets” 

Speaker: J. H. Clawson, Treasurer, Puget 
Sound Power & Light Company, Seattle, 


TOLEDO May 13 
Program: Open forum, and presentation 
of a slate of officers and directors for the 
coming year, subject to final approval at 
June meeting. 


TWIN CITIES May 4 
Topic: “Current Trends in Federal In- 
come Taxes” 


Speaker: John W. Windhorst, of Dorsey, 


Colman, Barker, Scott and Barber, in 
Minneapolis. 


WESTERN MICHIGAN May 12 


Program: Annual election of officers and 
directors, and a showing of colored still 
pictures of the Navajo Indians by C. G. 
Phelps, Secretary & Treasurer, Wolverine 
Brass Works, Grand Rapids, Mich. 


Maintenance-of-Membership 


Clauses and the LMRA 


Employers whose union agreements 
embrace the old War Labor Board type of 
maintenance-of-membership clause will 
find it necessary to change the wording 
in order to conform with the provisions 
of the Labor Management Relations Act. 
According to the Labor Relations Insti- 
tute, New York, maintenance-of-member- 
ship agreements are subject to the same 
restrictions that govern union shop clauses 
—a point that many employers tend to 
overlook. Facts to keep in mind are: 

1. The “escape” clause must be for at 
least thirty days or longer. 

2. There must be an NLRG-conducted 
election, followed by the Board's certifica- 
tion that a majority of the employees in 
the unit authorizes the bargaining agent 
to secure such an agreement. 

3. The LMRA provision underwriting 
union-requested discharges only for fail- 
ure to pay dues or initiation fees applies 
to this form of union security as well as 
to the union shop. 
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XUM 


Bankruptcies Show 29% Rise, 
Further Increase Predicted 


The Administrative Office of the United 
States Courts estimated recently that bank- 
ruptcy cases increased by more than 29 

er cent. in the last fiscal year and pre- 
dicted the increase would be even greater 
in the year which began July 1. 

A total of 13,710 bankruptcy cases was 
filed in Federal courts in the twelve 
months ended last June 30. Bankruptcy 
proceedings in the previous year fell to 
10,916, the lowest since the Bankruptcy 
Act was passed in 1898. 

“The number of cases filed (in the 
fiscal year 1947) increased in each quar- 
ter of the year,” the Administrative Office 
said, ‘so that it is probable that the num- 
ber for the year 1948 will be higher than 
in 1947.” 

The office made its report to an annual 
conference of senior judges of the United 
States Circuit Courts. It said that dockets 
of the Federal district courts generally 
are in a current condition, but the work- 
load of the judges is heavier. 

“The number of districts where there 
is congestion is tending to increase,” the 
report said, “while in those where it has 
previously existed, the congestion is be- 
coming more aggravated.” 

The Administrative Office said the 
workload required an additional judge 
for the Circuit Court in Chicago. It also 
urged enactment of several bills pending 
in Congress which would authorize new 
district judge appointments. 

More bankruptcy cases were filed last 
year in thé Fifth Circuit, comprising Ala- 
bama, Florida, Georgia, Louisiana, Mis- 
sissippi and Texas, than any other of the 
eleven circuits. 


Tightening in Credit Will 
Hit Distributors 


Distributors of construction equipment 
were told recently that the era of easy 
bank credit is ending. Credit is and will 
be increasingly tighter and will cost more, 
said Kenton R. Cravens, Vice President 
of the Mercantile-Commerce Bank and 
Trust Company of St. Louis. He ad- 
dressed the twenty-ninth annual meeting 
of the Associated Equipment Distributors. 

A tight credit situation will hit the dis- 
tributors hard because their sales require 
longer term credit and because their fi- 
nancing is done by both banks and finance 
companies, Mr. Cravens said. Higher re- 
serve requirements and rising interest costs 
are cutting ceilings on the credit available 
to the lending institutions, he added. 

Mr. Cravens urged the distributors to 
form a strong financial connection im- 
mediately, budget their credit needs 
tightly, improve their working capital 
position, and prepare to pay more for 
loans and to charge more for credit to 
finance sales. 





High Taxes, Restrictive Regulations 


Hamper Equity Financing 


High income taxes and restrictive fed- 
eral regulations in the securities markets 
have seriously affected the ability of oil 
companies to raise capital through sale of 
preferred and common stocks, Joseph E. 
Pogue, Vice-President of the Chase Na- 
tional Bank, declared recently in an ad- 
dress before the Eastern Regional Con- 
ference of the Controllers Institute of 
America. Mr. Pogue spoke on “Financing 
Capital Requirements in the Petroleum In- 
dustry,” a new study made by himself 
and Frederick G. Coqueron, an associate 
in the bank. 

“The drying up of risk capital resulting 
from regulation of the stock exchanges, 





Salesman’s Credo 


Sell the idea that man is an individual, 
not simply a part of a group. Sell the 
idea that permanent security, true suc- 
cess and happiness are things that no 

| one can give you. They can be gained 
| only through hard work, self-reliance, 
self-confidence and self-respect. 

Democracy stops being democracy and 
becomes something dangerous when a 
few people are ruling the country, either 
themselves or through agents they select. 
Sell the idea that it is not only a citi- 
| zen’s right to vote under a democratic 
system, it is his responsibility. No one 
can make him vote nor tell him how he 
must vote. 

Sell the freedom that you now have 
to go from place to place without a per- 
mit from the Government. Sell the free- 
dom you have to worship as you see fit, 
the freedom you have to criticize the 
way you are being governed and to 
change the government if you think it 
necessary. 

Sell the freedom you have to work 
where you want to work and when you 
want to work. Sell the freedom you have 
from the breath of the secret police 
down your neck. 

Demonstrate that government or pri- 
vate monopolistic controls on wages and 
prices, based on arbitrary standards or 
parity, can result only in the destruction 
of wealth and shortages for everyone. 

Remind men of the good things they 
have and don’t let them forget that they 
get them through their own individual 
efforts in a free society. Sell the system 
you know is successful, and show how 
it has succeeded. 

—John S. Coleman, President, 

Burroughs Adding Machine Company 











limitations on the use of credit in the 
purchase of securities, and the high taxes 
on personal income have made equity fi- 
nancing costly,” Mr. Pogue said. 

“The petroleum industry, as an ex- 
ample, has not been enabled to use this 
source of funds to full extent. As a re- 
sult, it would appear that one of the prin- 


cipal reservoirs of funds is not fully 
available and greater dependence must, 
therefore, be placed ‘on the price level 
for oil and on basmeiine to generate the 
capital needed for expansion. If this ex- 
ample is typical, it should follow that an 
effective means of offsetting high prices 
in general would be a relaxation of exist- 
ing rigid controls on stock trading and a 
reduction in the income taxes levied 
against savers.” 

The study of the financing of 30 
representative oil companies during the 
period 1934-1946 reveals that financing 
through issuance of preferred and come 
mon stocks played only a minor role in the 
industry, amounting to $400 million com- 
pared with $3,700 million borrowed 
largely through the sale of bonds and by 
means of bank loans. Of the total of 
$4.1 billion raised through outside finan- 
cing, $3.7 billion—or 90 per cent— 
went into the refunding and retirement 
of long-term debt and preferred stock, 
and 10 per cent went into working capi- 
tal. During the 13-year period covered by 
the Chase study, the entire fiscal needs of 
the companies, including funds used for 
capital expenditures and _ dividends, 
amounted to $18.5 billion, of which $14.2 
billion was derived from operating reve- 
nues and $4.3 billion from financing and 
through the sale of assets. 

The capital requirements of the oil in- 
dustry are an important factor in the de- 
termination of oil prices, Mr. Pogue con- 
tinued. The study of the 1934-1946 
period discloses that the most conspicuous 
pattern is for the total amounts of capital 
obtained from the capital markets to “rise 
with rising prices and to fall with falling 
prices,” he stated. “This correlation sup- 
ports the thesis that capital requirements 
constitute an important price determinant, 
because in periods of expanding or high- 
level business the industry must increase 
both its volume of capital retained from 
earnings and the amount of outside capital 
sought from the markets,” Mr. Pogue de- 
clared. 

In the post-war period of rapidly ex- 
panding oil demand, he said that ‘‘not 
only have oil prices advanced but the 
capital markets have been drawn upon in 
greater degree, a necessary combination in 
enabling supply to overtake demand.” 


Buying Power Doubled 
Average weekly earnings of factory 
employees have risen from $11 in 1913 
to over $51 in 1948. In terms of buying 
power, the average factory worker can 
buy twice as much as he could 35 years 
ago. 
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Institute Meeting Dates head 





SPECIAL MEETINGS 


Pacific Coast—Seattle—June 11, 12. Sponsored by the Seattle Control 
Tri-Control—Buffalo—June 4. Sponsored by the Buffalo Control 


LOCAL CONTROL MEETINGS 


Members of The Institute are cordially invited to attend meetings of other Con- 
trols when away from their own Control. The list of local Control Secretaries (at 
right) is printed for the convenience of the members of The Institute. 

All Control meeting dates are listed as scheduled at time of publication. 


1—Chattanooga, Twin Cities 

June 3—Birmingham, Philadelphia 

June 4—Buffalo (Joint Meeting with Syra- 
cuse and Rochester), Quad Cities 

June 8—Springfield 

June 9%—Baltimore 

June 10—Dayton, Toledo 

June 11—Cleveland, Detroit, Hartford 

June. 14—Kansas City 

June 15—New Orleans, Syracuse 

June 16—Pittsburgh 

June 17—Chicago, Columbus, Los Angeles 


June 


June 18—Portland, New York City 

June 22—Dallas, Houston, St. Louis 

June 24—Indianapolis 

June 25—Louisville, San Francisco, Seattle 
June 28—Newark 

June 29—Atlanta 

June 30—Rochester 


At the time this issue went to press, no defi- 
nite meeting dates had been set by Bridgeport 
and Cincinnati. The Boston, District of Colum- 
hia, Milwaukee and Western Michigan. Con- 
trols will not hold a meeting in June. 





ROL-DEX FILES 


for Tabulating 
Cards 


All records 
roll to the 
operator. 


Double-deck Rol-Dex File Units for Tabulating 


Cards speed up machine and manual operations. 


Any or all cards are instantly accessible 


in less 


space and without waste motions. Make tabulat- 


ing card filing as modern as machine sorting. Write 


for complete details on Rol-Dex and Trans-Dex 


Files for your present folders, forms or cards. 


ROL-DEX DIVISION 


Watson Manufacturing Company, Inc., Jamestown, N. Y. 
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Secretaries of Local 
Controls 


Atlanta: Ray C. Johnstone, Blalock Machinery 
& Equipment Co. 

Baltimore: William M. Morgan, The Baugh 
Chemical Co. 

Birmingham: P. B. Beene, Goslin-Birmingham 
Mfg. Co., Inc. 

Boston: Frederick L. Patton, Cambridge Rubber © 
Co., 748 Main Street (Cambridge). 

Bridgeport: Frank V. Bigelow, Malleable Iron — 
Fittings Co., (Branford). 

Buffalo: Herbert W. Soderberg, International 
Railway Co. 

Chattanooga: Glenn R. Stoutt, United Hosiery 
Mills Corp. 

Chicago: Gordon B. Rockafellow, 2427 Lawn- 
dale Ave. (Evanston). 

Cincinnati: Howard F. Kidd, The Lockwood 
Manufacturing Co. 

Cleveland: George C. Houck, Harris-Seybold 
Co. 

Dallas: A. D. Harder, Southwestern Life In- 
surance Co. 

Dayton: Joseph A. McKenny, Jr., The Ameri- 
can Envelope Co., (West Carrollton). 

Detroit: Lester M. Elliott, McCord Corp. 

District of Columbia: Walter L. Brauer, U. §, 
News Publishing Corp. 

Hartford: Elmer G. E. Johnson, 164 Benton 
Street. 

Houston: George L. 
Works, Inc. 

Indianapolis: Howard E. Lohmann, Ayrshire 
Colleries Corp. 

Kansas City: Walter Vaughn, Stern Brothers & 
Co. 

Los Angeles: Louis C. Hageman, The Luer 
Packing Co. 

Louisville: Marion M. Johnson, Brown-Forman 
Distillers Corp. 

Milwaukee: James §. Gaspardo, Ladish Drop 
Forge Company (Cudahy). 

New Orleans: William P. Stich, The Leon 
Godchaux Clothing Co., Ltd. 

New York City: Theodore F. Gloisten, The 
American Home Magazine Corp. 

Newark: G. E. Hallett, Tung-Sol Lamp Works, 
Inc. 

Philadelphia: Charles H. Yardley, The Pena 
Mutual Life Insurance Co. 

Pittsburgh: William F. Dickson, United States 
Steel Corp. 
Portland: S. E. 

Savings Bank. 
Quad-Cities: Donald W. Hunter, 
Mills, Inc., (Clinton, Iowa). 
Rochester: Sigurd Tranmal, Distillation Prod- 
ucts, Inc. 
St. Louis: Preston E. Pitts, Cupples Company. 
San Francisco: Wilson K. Minor, Standard Oil 
Co. of Calif. 
Seattle: A, G. McLean, DeForest & Cox. 
Springfield: J. A. Chadbourne, Old Colony En- 
velope Co. (Westfield). 
Syracuse: George J. Baumer, Muench-Kreuzet © 
Candle Co., Inc. 
Toledo: Edmund L. Stewart, Sandusky Foundry = 
& Machine Co., Market and Fulton Streets 
(Sandusky ). 
Twin Cities: George H. Hess, Jr., 40 North 
Mississippi River Blvd., (St. Paul). 
Western Michigan: Walter W. Wennerstrom, 
Grand Rapids Plaster Co., (Grand Rapids). 


Duwe, Cameron Iron 


Gjerde, Portland Trust and 
Pillsbury 





APPRAISALS 
Made by qualified experts in all lines | © 
STANDARD APPRAISAL COMPANY 7 


6 CHURCH ST. 
NEW YORK 


ATLANTA | 
CHICAGO 
DETROIT 


BOSTON 
PHILADELPHIA 
PITTSBURGH 
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